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MONDAY, JULY 1, 1957 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON 
FoREIGN AGRICULTURAL OPERATIONS 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to call, in room 1310, 
New House Office Building, Hon. W. R. Poage (chairman of the 
subcommittee) presiding. 

Mr. Poacr. The committee will please come to order. 

The meeting this morning is to get a general discussion of the 
activities of the Department in connection with Public Law 480, and 
particularly with the Barter and Stockpiling Division. 

Mr. Berger, the Administrator, is here with us with several of his 
assistants. Do you have a prepared statement? 


STATEMENT OF WALTER C. BERGER, ADMINISTRATOR, CSS, 
USDA; THOMAS R. RAWLINGS, DIRECTOR OF BARTER AND 
STOCKPILING DIVISION, CSS, USDA; RAYMOND A. IOANES, 
ASSISTANT TO THE DIRECTOR, FOREIGN AGRICULTURAL 
SERVICE, AND FRANCIS A. WOODLING, BARTER AND STOCK- 
PILING DIVISION 


Mr. Bercer. We did not prepare one, Mr. Congressman, for the 
simple reason that we were not sure just exactly what you wanted to 
cover, or whether you just had particular questions to ask on the 
subject. We came prepared with material to give you whatever 
information you might need or want in order to answer your questions, 
rather than with a prepared statement. 

Mr. Poaace. Frankly, I do not think the committee is in a position 
to ask many questions until we know a little more about what is going 
on. We did feel that under the Reorganization Act, as you know, the 
committee is charged with some degree of supervision or at least 
knowledge of what is going on. We have already debated Public Law 
480 on the floor, but I am afraid that many of us did not know all of 
the details that we would like to have known. Possibly that debate 
emphasized the fact that we ought to knowmore about the day-to-day 
operations. We wonder if you could give us some kind of outline of 
how the program is functioning and in particular what we are doing 
in regard to barter at the present time. 

Mr. Bercer. Mr. Chairman, I imagine that it might be helpful if 
I did read a few short statements that we had prepared for insertion 
in the record in case you folks wanted it. We will do that if that 
would start off the discussion for you. 
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Mr. Poace. We would be glad to have you do so. 

Mr. Bercer. | have with me Mr. Rawlings, who is the head of the 
Barter and Stockpiling Division, and his assistant, Mr. Woodling, 
and I also brought with me the executive assistant to the Adminis- 
trator of the Foreign Agricultural Service, who is familiar with the 
title I part of the Public Law 480 program. 

Section 4 (h) of the Commodity Credit Corporation Charter Act, 
Public Law 85, 81st Congress, as amended, authorizes the Corporation 
to accept foreign-produced strategic and critical materials in exchange 
for agricultural commodities. Additional and broader authority to 
engage in barter is contained in sections 5 (d) and (e) of the CCC 
Charter Act. Subsequently, Public Law 480, 83d Congress, the 
Agricultural Trade Development and Assistance Act of 1954, 
restated the authority of CCC to exchange agricultural commodities 
for strategic materials and materials required by other Government 
agencies to carry out foreign economic, military aid and assistance, 
and offshore-construction programs. Still later, Public Law 540, 84th 
Congress, the Agricultural Act of 1956, directed the transfer of certain 
strategic and other materials obtained under the barter program to 
the supplemental stockpile and made provision for reimbursement 
to CCC for the materials transferred. 

Pursuant to these authorities, CCC began barter operations in 
1949 which have resulted in the delivery of strategic and critical 
materials to the national stockpile, the creation of a CCC inventory 
of such materials, and the supplying of various items for such other 
Government agencies as ICA and the Department of Defense. 

Those are the principal authorities under which we operate and 
which I thought it might be well to review. 

I might, Mr. Chairman, then proceed with the factors leading to 
recent changes in our barter program. We have prepared an explana- 
tion of these factors which might help us get into the proper discus- 
sions, if you would like. 

Mr. Poaaeg. Yes. ; 

Mr. Bercer. Factors leading to recent changes in barter program: 
Prior to fiscal year 1955 barter ac tivity was relatively small, totaling 
less than $110 million. Since the fall of 1954, when barter activity 
began to accelerate, almost $900 million in additional barter business 
has been done. Although this acceleration resulted in part from the 
widening of world outlets for strategic materials, the cheap source of 
working capital made available to barter contractors was a much more 
important incentive. 

Under the then existing program, barter contractors could obtain 
agricultural commodities from CCC upon the posting of an inexpensive 
letter of credit and were not required to pay for these commodities in 
materials for periods averaging somewhat less than 2 years. Under 
the old barter program, barter companies could take any commodities 
offered for sale by CCC and ship them to any free world destination. 
Consequently, barter exports moved principally to Belgium, Germany, 
the Netherlands, the United Kingdom, and Japan, which were finan- 
cially able to pay dollars for their commodity imports. It has also 
been observed that the barter contractors themselves do not operate 
to dispose of the agricultural commodities but sell to or employ as 
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agents exporters trading in agricultural products who sell the com- 
modities in the same areas and on the same bases under which they 
sell nonbarter commodities. Our reassessment of the barter program 
led us to believe that much of the commodities moved during the last 
2 years would have moved for cash had they not been exported under 
the barter program. 

Mr. PoaGce. Right in that connection are not these barter trades 
subject to the same provision that the foreign currency trades are 
subject to, that they shall be in addition to and not in substitution for 
any existing sales? 

Mr. Bercer. That was a weakness in the instructions given to us 
by the law. In Public Law 480, title I, the foreign currency program, 
it was very specifically stated that commodities sold for foreign 
currencies should not displace any dollar sales, and I think those who 
have been directing that part of the program—and Mr. Ioaness could 
say a word on this if he wanted to add a word—have been very careful 
to see that none of the foreign currency sales were replacing cash sales. 

In our barter program, Mr. Poage, Congress did not specify 
that commodities exported under barter must not displace cash sales. 
On both sides of the aisle in Congress it was a very popular program. 
We carried it on to the best of our ability until we had a chance to 
see what was apparently happening. When we began to run into 
these problems and got the facts, we took steps to change the program 
and tighten it up. 

Mr. Poaae. | think that that is exactly the purpose of a meeting 
such as this. Of course I realize that this seems like a meeting for the 
purpose of locking the stable after the horse is stolen, but although I do 
not wonder in a critical sense, [ wonder why the Department did not 
make some suggestion to © onegress. [s it just because you assumed 
that we have all knowledge? Why did they not make some suggestion 
to the Congress as to the weakness here rather than simply e ‘urtailing 
the program, or do both? At least when you did curtail the program 
there has been a good deal of wonderment as to why you stopped the 
program. 

This morning is the first time that anyone pointed out to me that 
you did it because it was conflicting with commercial sales. Why was 
there not some suggestion to the Congress that we ought to change 
this when we renewed this Public Law 480 just a week or two ago? 

Mr. Bercer. I think I would have to answer this way: It was one 
of these programs that got rolling, and it takes a little time to really 
get the facts on the case. There still are a lot of people that do not 
agree with me personally that the barter program has replaced as much 
of the cash sales as seemingly in my opinion it has. It has taken a 
little time to finally get the facts so that you could lay it down on a 
piece of paper and look at it. We have some tables which we could 
present to you to observe, if you want them, today. I do not have 
enough copies so that each of you can have one, but we would be glad 
(o make them a matter of record. 

Mr. Poacr. We would like to have you do that. 

(The tables referred to above are as follows:) 





4 BARTER AND STOCKPILING POLICY 


United States barter and other exports to selected European countries 


{In millions of dollars] 



































Barter exports Other United States) United States non- 
agricultural] exports | agricultural exports 

Country a = eebechatnekiee hilereintaminastnes a 

1955 | 1956 1955 | 1956 1955 1956 

; | eer athens Wales a IN a i 
Wanied Metem. 2. 44 | 71 | 333 | 351 | 538 470 
Netherlands___......_.-..-- cece Behe { 46 | 44 | 197 | 229 229 | 287 
Belgium and Luxembourg. -_........._-..-- 28 | 40 | 81 125 | 203 259 
PE Settee a ck einw cine naw ceiccn cae 1 | 29 | 68 | 109 | 288 417 
SN I ies icirenitun ange witht etes nies 39 | 25 203 | 341 | 345 407 
Total of above. ............-...----- 158 | 209 882} 1,155 | 1,603 1, 840 
ara etd eel tei Sac itian ke Tesolin ih iach 101 165 | 2, 054 2, 629 | 8, 681 10, 437 

amass = a | ceneememennas ion naan ete 
I cai bt ident cere eowertetepbinn 259 | 374 2, 936 3, 784 10, 284 12, 277 

' ! 





Estimated gold in dollar holdings of certain foreign countries 


[In millions of United States dollars] 


| Dee. 31, | Dee. 31, Dec. 31, | Change 





| 1952 | 1954 1956 
iouiaguniennadacinaehel et ee 
Belgium and Luxembourg... -.....-....-.---------- 1, 041 1. 054 1, 236 +195 
iat twebouestlenesessaee ebeeee een enedoes 1,175 1, 489 1, 541 +366 
pied denny es cnpmartn thvppon enea8 abneenn wb 691 | 1, 999 | 3, 341 | +2, 650 
Netherlands....________ ea ata : 824 1, 123 1, 080 +256 
EEE CEE BEE Se Gs, Se ee nee 2, 514 | 3, 406 | 3,010 | +496 
NE aa ES i ce LAI | 6, 245 | 9, 071 10,208 | . 3,963 


Mr. Harvey. Did I understand you to say that to date there have 
been about a billion dollars worth of commodities used through the 
barter program? 

Mr. Bercer. I think my statement was a little over $900 million. 
That was the figure I have in my mind. 

Mr. Harvey. I think that was the statement that I recall. It was 
approaching one billion. 

Mr. Bercer. Yes, the exact figure up to date is $977,800,000. That 
is material acquired through the barter program up to this time. 

Mr. Harvey. I tried to follow your statement in regard to how 
these deals were carried out. 

As I understood the statement you made, you commented about 
barter and trade with the British, West Germany, and Japan. I 
recall that you named those three. Would yougive me just a brief expla- 
nation of how trade would be made with these people, for example? 

Mr. Bercer. I will attempt to do that in an ad lib fashion. 

The list of strategic materials is prepared by an overall Govern- 
ment agency of which the main directing influence is the Office of 
Defense Mobilization. They make up a list of strategic materials 
which they feel they would like to have in our stockpiles here, mate- 
rials that either are really strategic materials or materials that would 
be very, very useful in case of an all-out war. 

Then we use that list, and someone who has one of these materials 
available from foreign outlets comes to us and offers to sell the mate- 
rial to us through the barter program. Then we ask the General 
Services Administration to tell us what is a good, satisfactory world 
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price for this strategic material. After the terms of a contract, 
including a price not above that given us by GSA, have been agreed 
upon, a barter contract is written up and signed. After that the 
barter contractor usually goes to some grain exporting firm or some 
cotton exporting company and makes an agreement to have them 
sell the agricultural commodity he is to receive under the contract. 
The barter contractor is paid in dollars for the value of the agricul- 
tural commodity less any agreed-upon commission. The exporting 
company goes and sells the commodity in the world market. Up to 
the time we changed the barter regulations our surplus commodities 
could be sold under barter in any friendly country. 

Mr. Harvey. [t could not be said then that the barter program 
was in any sense bypassing or replacing the regular sources or channels 
of trade? 

Mr. Bercer. It was not replacing the regular channels of trade, 
that is true, but neither was it what you might term a true barter in 
that the agricultural commodities were not being moved into the 
same country which furnished the strategic materials. 

Mr. Harvey. I would be particularly interested in knowing what 
Japan or West Germany could have of a strategic nature that we 
would consider desirable. 

Mr. Brercer. We did take some material from Japan, did we not? 

Mr. Rawurtnas. Yes. 

Mr. Brercrer. We had a small amount from West Germany. We 
will put both of those in the record. 

(The data referred to follows:) 


Comparison of barter contracts entered into in specified periods! 


{In millions of dollars} 


1949-50 July 1956 | 
Materials | through 1954-55 1955-56 | through Total 
1953-54 May 1957| 
Strategic: 
Minimum stockpile 71.8 | 65.9 15.5 153. 2 
Long-term stockpile 93. 6 179. 1 38.9 311.6 
Supplemental stockpile ?_ - - 99.9 109. 9 169. 0 378.8 
Total strategic__- 71.8 259. 4 304. 5 207.9 843. 6 
Supply: 3 
ICA 28. 4 22. 4 8.6 9. 4 
Defense ___. 7.4 50.0 57.4 
Other... -- 2¢ 14.7 17.4 
Total supply - - 35.8 22. 4 11.3 64.7 134. 2 
Grand total__. 107.6 281.8 315.8 272. 6 977 8 
Agricultural commodities committed against barter 4 
contracts through June 30, 1957 xx xXx xX xX 977.8 
Uncommitted balance as of June 30, 1957_- -- XxX zz 40 


! Years beginning July 1. 

2 Contracted for by CCC against the ODM supplemental stockpile procurement directives to USDA 
for kinds, quantities, and specifications. Materials to be transferred to GSA as provided by sec. 206 of the 
Agricultural Act of 1956. 

3 Materials, goods, and eguipment for other Government agencies. 

4 Small additional commitments may be made after June 30, 1957 to take care of additional deliveries of 
materials within the contract tolerances, 
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Materials delivered or to be delivered from July 1, 1954 


{In thousands of dollars] 





Materials West Japan 
| Germany 
_—_—__ —E ——EE eee eee —————EE ————e | —————EE — | ——E 
Cadmium. _. : s 128 491 
Chromium, electrolytic ot : sa di ; ; ‘ j . 4, 300 
Chromium, exothermic____ 5, 260 
Ferrochrome Tdsakmasdeaetecakik aaa ad 1, 020 1,617 
MOUOTPRMGARONG. 0.5. ncn cence s- nee bine j 15, 853 8, 556 
Fertilizer ; ccna x : ; | 191 15, 239 
Iodine, crude : = ‘ | 1, 209 
Silk : | 830 
Silk bisu and/or keba lz ap waste 271 
Titanium sponge ___- : oe a 48, 236 
Zinc X “ a 3, 813 1, 197 
Zirconium sponge and hafium oxide____- : ; Rot 4, 217 
Total_. 26, 265 86, 163 
Agricultural commodities delivered from July 1, 1954, through June 30, 1957 83, 390 98, 745 


Mr. Harvey. Were those what you call direct trades or did they 
eventually have to involve multilateral agreements in order to work 
it out? 

Mr. Brercer. I am going to let Mr. Rawlings answer that for you 
because he has been working in this field. 

Mr. Rawurncs. In the case of Germany, we took some ferromanga- 
nese at roughly $20 million in 1 contract. In that case it so happened 
that the wheat did go back to West Germany. West Germany had 
not been buying wheat from us at the time but had been getting their 
wheat from Turkey and other countries. 

In the case of Japan, J remember one contract in particular was for 
titanium, which we got from Japan. I do not recall that the agricul- 
tural commodities necessarily went to Japan. They went to other 
countries of the world as well, but some did go back. You have also 
iodine, which we have taken from Japan. There has been some cad- 
mium from Japan. There has been ferromanganese from Japan and 
a little ferrochrome. Some of the agricultural commodities moving 
out under these contracts probably went to Japan. 

Mr. Harvey. What have been the countries to which the bulk of 
this barter trade has gone? 

Mr. Bercer. Do you mean where the strategic material originated? 
You get two sides of this. One is where we ‘have sold it. Do you 
want me to tell where the materials have come from? 

Mr. Harvey. Yes. 

Mr. Bercer. Can you give the list of countries? 

Mr. Raw ines. We have a long list, but to answer your question 
briefly, quite a quantity has come from Africa which, as you know, 
has a number of various strategic materials; some from Brazil; some 
from India; some from Japan; and some from Western Europe. 

Mr. Poacr. Have West Germany, Belgium, and those countries 
brought in these strategic materials from Africa and used their own 
currency in bringing them and therefore found that it was advantage- 
ous, and that they “could bring in the commodities more easily than 
they could get dollars with which to buy our commodities? Is that 
the reason that they were trading with us, in order to be able to use 
their own currency? 

Mr. Rawutneas. I do not think the currency comes into it quite 
that strongly. The strategic materials and other kinds of materials 
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follow the same trade channels whether or not barter is involved. 
We deal with United States firms only. Those firms are the ones that 
in the past have been selling to the stockpile and sell to American 
industry today as in the case ‘of your chrome and manganese. They 
are getting materials from the regular sources of supply where these 
materials are produced. The United States firm normally pays dollars 
or dollar equivalents to the suppliers. The United States firms, as 
Mr. Berger stated, are versed in the field of ores and know nothing 
about wheat or cotton or corn or feed grains. Therefore, they hire 
or employ or contract with a commodity firm, either a grain firm or 
cotton firm. ‘These commodity firms are versed in the commodity 
field, and for a small percentage or under some other arrangement 
they sell the commodities to which the ore firms are entitled under 
their barter contracts. They sell these commodities anywhere in the 
free world where they can find a purchaser. 

For instance, you Sake chrome ore from Rhodesia, which is a very 
small country. In that case the reason we had not changed earlier 
is because the ability of Rhodesia to consume, say wheat, is very 
limited. Perhaps it could use one shipload of wheat in a given period 
of time. The value of chrome coming from Rhodesia would equal 
the value of many shiploads of wheat. Therefore, we had either to 
permit the export of the wheat to countries other than Rhodesia or 
limit the size of the contract for Rhodesian chrome to the value of 
wheat which Rhodesia can consume. 

Mr. Poags. Does the actual barter take place in the United States? 

Mr. Rawurnes. All the contracting is done in Washington. 

Mr. Poace. The actual transfer of title takes place in the United 
States and not abroad, is that correct? 

Mr. Rawuinas. The title to material passes to us when it arrives 
in a United States port and is inspected. 

Mr. Poage. When do you lose title to the commodity? 

Mr. Rawiines. When it goes into the ship. When we turn it 
over to the United States firm. In the case of grain, title passes when 
the grain is going out of the loading spout. 

Mr. Poaae. You lose title in the United States? 

Mr. Rawurneas. On the agricultural commodities. 

Mr. Poaar. And you take title in the United States? 

Mr. Rawuinas. Yes. 

Mr. Poaae. So, as far as you are concerned, your actual barter 
takes place in the United States and not abroad? 

Mr. Rawuineas. That is right. 

Mr. Poaae. As soon as the title passes there are no limitations 
upon the use of the agricultural commodity that you exchange except 
that it must be sold in the free world. 

Mr. Bercer. In friendly countries. That is the way it was before 
we made the change. 

Mr. Rawuinas. We have another restriction. Barter commodities 
may not be sold for any United States appropriated funds that have 
been specifically designated for acquiring United States agricultural 
commodities. 

In other words, ICA funds under the foreign-aid program specifically 
designated for moving United States agricultural commodities—in 
the past vou had something like $300 million—those funds could not 
be used by the recipient country to purchase commodities moving 
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under barter. If Yugoslavia was importing barter commodities they 
could not pay for them with ICA funds. They would have to use 
free dollars. 

Mr. AtBert. This does not sound like barter to me. 

Mr. Rawurnas. It is not true barter, sir. What happens is that 
they agree to deliver a certain quantity of a strategic material and 
accept payment in agricultural commodities. 

Mr. Ausert. Do they actually accept the payment? They do not 
do that directly. You say you can sell this anywhere in the free world 
market. 

Mr. Rawurncs. Let’s take a United States ore firm. We have a 
contract with them. They agree to deliver materials at a certain 
price not to exceed fair market value on a delivery schedule. They 
agree to accept equivalent value in agricultural commodities which 
they are required to export to the free market over a specified period of 
time. They take those commodities at our regular sales price with no 
discounts and then they are obligated to move them. They are the 
principal. We hold them liable, but they do have the right to hire an 
agent to move them. When the commodities are moved they have 
met their obligation. 

Mr. AtBeErt. I see. 

Mr. Poage. But you buy and sell at the world price. 

Mr. Rawtinas. Yes, sir. 

Mr. Poage. In other words, the agricultural commodity moves at 
the world price. 

Mr. Rawings. From us it moves at the CCC price, which is the 
same as the sales price. Whate ver they sell it for is up to them. 

Mr. Poacre. When you say, “at the CCC price’—let us find out 
what that is. The CCC price is 105 percent of your acquisition cost? 

Mr. Rawuinas. The export price. 

Mr. Poace. But you are selling in the United States. 

Mr. Bereer. We sell it at the same price for export under the barter 
contract as if we were selling it for cash on the same day. 

Mr. Poagr. Which is the competitive world price. 

Mr. Bercer. That is correct. 

Mr. Poacr. And you pay for the commodity that you acquire at 
a competitive world price? 

Mr. Bercer. That is correct. 

Mr. Poaae. In dollars. 

Mr. Bercer. That is right. 

Mr. Ausert. The Commodity Credit Corporation loses then the 
difference between the world price and support price; is that right? 

Mr. Bercer. Definitely. 

Mr. Poaas. You bought this and could have used dollars and 
bought it for the same price, except that you unloaded these agricul- 
tural commodities at the same price at which you would have un- 
loaded them in the world market. Just what is the advantage of the 
program? 

Mr. Buercer. I mentioned one of the big advantages in my open- 
ing statements here. The revised barter program has changed this. 
In other words, we are talking about something where we finally saw 
what the real incentive was. The real incentive was that the export- 
ing company who was shipping out our agricultural commodities 
would take delivery from us before they had delivered any strategic 








BARTER AND STOCKPILING POLICY 9 


materials to us and sell the commodities as rapidly as they possibly 
could. In order to get the commodities the exporting company had 
only to furnish us with a letter of credit from a good sound American 
bank. It could buy such a letter of credit at much less than 1 percent, 
sometimes one-half of 1 percent to three-quarters of 1 percent. The 
exporting firm would get its money for the grain immediately, and 
then it would have the free use of this money until it delivered the 
strategic materials to us. There was the big advantage. 

Mr. Poaae. I can see the advantage to that exporter, but I don’t 
see what advantage the Government got out of the deal. 

Mr. Bercer. We didn’t. That is why we decided that we needed 
to tighten up on this, Mr. Poage. 

Mr. ALBERT. Except it was just another way to move more surplus 
commodities. 

Mr. Poace. But they did not move any more surplus commodities? 

Mr. Bereer. That is the question in my mind, personally. It 
possibly helped some. 

Mr. ALtBert. You had two programs instead of one working. 

Mr. Bercer. That is right. It gave exporters some opportunity to 
cut price a little on our agricultural commodities abroad against 
competition. It may have given a little more freedom in working out 
foreign exchanges of different types of currencies that they were selling 
the commodities for and things of that kind. 

Mr. Poage. It probably encouraged a few private citizens to get into 
the business and probably the more people in the business the more 
total you move. 

Mr. Harvey. Mr. Chairman, will you yield? 

This involves an individual instance. — If you will recall when we 
were in Bolivia and Chile there was a great deal of interest at that time 
in the extended and expanded use of the barter program so that those 
countries could sell more tin and copper. Now, I noticed in your 
list of strategic materials that we have acquired under this program 
that you did not mention Bolivia or Chile. Has there been any con- 
siderable increase in the amount of strategic materials coming to us 
from those countries because of the barter program? 

Mr. Rawuinas. In the case of Bolivia we have, first, taken no tin 
under the entire program. There was an agreement. First, the 
Government had a considerable quantity of tin on hand in the national 
stockpile. We have been confining ourselves to those materials 
needed for stockpiling. 

Secondly, there was some type of Government arrangement whereby 
the smelter in Texas was receiving tin and having it smelted here. 
That production was going to the stockpile and the ODM did not put 
tin on the list. They did | put it on once but at that time the market 
was not right and we did not go into barter acquisitions of tin. 

We did get a little lead from Bolivia. We have taken no copper 
except in the oxygen free, high conductivity type. That only came 
from Canada. 

Mr. Poage. What agricultural products did we sell to Canada? 
We did not sell it to Canada, did we? 

Mr. Bercer. It went some place else. 

Mr. Rawurnas. In the last few months some cotton could have 
moved to Canada but prior to that time there has been no agricultural 
commodity going to Canada. 
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Mr. Harvey. That is all. 

Mr. Atsert. Have you considered trying to set up a direct barter 
program where you ship so many tons of one thing for so many tons 
of something else? 

Mr. Bercer. Pardon me for interrupting. 

Mr. ALBert. Yes, sir. 

Mr. Bercer. I was just about to read the changes that we have 
made here recently in the last 2 or 3 months which Mr. Poage men- 
tioned earlier. If you would like, | would read that. 

Mr. Horven. Before we get into that, let me ask you a question: 
I think Congress contemplated a straight out barter as part of the 
operation of ‘Public Law 480. You say that we have not had a true 
barter. Why not? What is the difficulty? 

Mr. Bercer. Mr. Hoeven, as our lawyers interpreted the law, the 
laws under which we have been operating, they have interpreted that 
it was left open by Congress in regard to barter. They did not 
stipulate and tie it down, on barter as they did on title I and foreign 
currency savings. Therefore, they assumed that Congress did want 
to leave barter a little freer. 

Mr. Hoeven. I would disagree with that. Section 303 says: 

A corporation by barter or exchange of such agricultural commodities. 

Barter is separate and distinct from exchange, as J see it. 

Mr. Raw ines. That has not been the way the legal interpretation 
has been. They have carried that forward one way or the other. | 
think our counsel has looked at one of the key sentences which is 
that the Secretary has discretion as long as there are opportunities to 
protect the fund and the assets of the corporation. When we first 
started barter in the early days the volume was very low and based on 
the method which I have just mentioned earlier here, and that is the 
old program. Mr. Berger will get to the revised program. At that 
time we were only exchanging material for which the national stock- 
pile had dollars to reimburse us immediately. The picture has 
changed in the last year or so. That is one of the basic reasons why 
we are changing, in addition to other reasons. That is the way they 
view it. 

Mr. Hoeven. I think the Congress contemplated that among other 
things there should be an opportunity afforded for straight out-and-out 
barter where we, for instance, provide so many tons of wheat for so 
much strategic materials. 

Mr. Bercer. The only answer I have, Mr. Hoeven, is that our 
attorneys interpreted the statute so as to permit greater leeway. I 
believe that under title I of the law it very specifically states, and 
Congress was very specific to state, that these soft currency sales 
could not replace normal cash sales. We have to take normal pur- 
chases into account before we sell to a country for its local currency. 
When Congress got to title III] on barter it did not make such a re- 
quirement. It was said that had Congress intended to be as tight on 
barter as it was on title I, Congress certainly would have said so. 
There was also something in the record on the committee discussions 
about barter. 

Mr. Poaas. The point that bothers me, and I think that is our 
fault, is the point Mr. Hoeven brought up. 1 wish you had brought 
that to our attention a few weeks ago. We would have probably 
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corrected it 2 weeks ago, whereas it is probably too late to correct it 
for a year now. I think it is a fault on the part of the Congress, 
probably, but as I understand what you are asking, Mr. Hoeven, is 
why didn’t you make some trades. 

Mr. Hoeven. That is right. 

Mr. Poaae. You did not trade. In effect you simply figured up 
monetary values. That is what you did. Why did you not make 
some trades? 

Mr. Atsert. Will you yield on the question? I think the question 
could include my question, is there some reason why we should not 
do that in the future. 

Mr. Poacr. That is right. Is there any reason why we should 
not go to Chile, which has a tremendous amount of copper if we need 
copper. I know there is argument as to whether or not we need the 
copper. At times we decide we need the copper and a few days later 
we decide that it would break our copper mines in Montana and 
Arizona if we used it. At times we think we need a lot of tin and at 
other times we decide we don’t need it. 

During those times, when we think we do need copper and tin, 
why do you not go to Chile and Bolivia where we are subsidizing the 
Government to the extent of about $25 million a year or more now and 
sav “It is not dollars that you need for all of these purposes. You can 
use some cotton goods, you can use some wheat, you can use some 
canned meats, vou can use some cheese.”’ They can use a tremendous 
amount of the things we have. 

Nearly everything vou have in surplus can be used in Bolivia 
because they do not have anything. 

Mr. Atrerr. Let him read the statement on that point. Mavbe 
that will help. 

Mr. Beraer. I think we have what you want right now but we 
did not have it in the last couple of years. 

Mr. Poaas. [ did not understand that. Proceed. 

Mr. Bercer. These are the changes made in the barter program. 

Revisions in the barter program announced May 28 are intended 
to assure that exports under barter will not be substitutes for cash 
sales but will, in fact, increase total exports of our commodities. 
Hereafter, prospective barter contractors must satisfy CCC that a 
proposed barter transaction will mean a net increase in United States 
exports of the agricultural commodity involved. Barter contractors 
must designate in advance of signing the contract the commodity 
which they will receive from CCC, as well as the country to which 
the commodity will be exported. 

In the case of wheat, feed grains or cotton, the commodity can be 
shipped without any special showing that total exports will be in- 
creased to any area of the world where CCC has found United States 
commercial trade in the commodity to be negligible. The commodity 
cannot be transshipped from approved destinations, and interest must 
be paid to CCC on the value of commodities received until such time 
as materials are actually delivered. 

The origin of materials to be delivered to CCC must be specified, 
and such materials may not be produced or processed in the United 
States. Relative to the latter provision, if domestically produced or 
processed materials were delivered to CCC, the contractor would 
have to pay for them in dollars. Such dollars would be obtained by 
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the sale of the agricultural commodities abroad and such sale under 
the barter contract would in effect be replacing a direct cash sale, so 
that we have attempted to tighten it up. 

Mr. PoaGe. You are still not getting to the point to which I am 
talking. You are answering a problem and I think, you are correct 
on answering the problem but you are not talking about what I am 
talking about and you are not talking about what I think Mr. Hoeven 
and Mr. Harvey are talking about. We are talking about why you 
can’t deal in Bolivia instead of the United States. Does the law 
require you to deal in the United States? 

Mr. Rawtinocs. Sir, as a matter of policy, after administration 
consideration at the highest level, since we didn’t feel in Agriculture 
that our primary function was to be knowledgeable about or to repeat 
the functions of the Office of Defense Mobilization, as Mr. Berger 
stated earlier, after interagency consideration of all the departments 
of the Government and sponsored by ODM, they would put out the 
list that we could work against. In the specific case of copper it bas 
only been during this period when we were working up this revised 
program that we have had copper on the list with the exception of a 
small quantity of oxygen-free high-conductivity copper which is 

a special deal. For that reason and because of the copper situation 
in the world—prices used to be from 45 to 47 cents a pound—and be- 
cause there were other contracts in existence, we did not go to Chile. 
As to the direct trades, we have had three: One, for ferromanganese 
where the wheat went to Germany; another where wheat and wool 
were exchanged for Turkish chrome; and the third was where wheat 
went to Mexico for fluorspar. Mexico had not been taking any wheat 
from us whatsoever. Generally speaking, when you tie it down di- 
rectly to specific countries with the specific commodity going back to 
that country, we have not been able by experience to work out too 
many transactions, but, as I stated earlier, if we could send the com- 
modity going to Rhodesia to another country where our commercial 
trade in the commodity is negligible you would be increasing your 
cash sales. In the program changes which Mr. Berger just discussed, 
I believe that we are getting back to the direct type of barter that 
you had in mind when you mentione!—-when you referred to the law. 

Mr. Poace. I am not objecting to vour making these additional 
trades, but it does seem to me that there is an opportunity to make a 
great many more of these direct deals than you have been making. 

Mr. Atrert. Will vou yield? 

The substance of his statement was that if you have a strictly direct 
program you will have a much more limited program as I understand 
it. 

Mr. Bercer. That is right. 

Mr. Poace. I did not ask that it be all direct. I am merely sug- 
gesting that of course he has to use some indirect movements, too, but | 
cannot believe that there have not been more than 3 opportunities in 
the last 3 years to make direct deals. 

Mr. Horven. I am a bit surprised because, as I recall the hearings 
and the discussion in committee at the time Public Law 480 was passed 
by this committee, we gave a lot of stress to the bartering feature. 
It was our thought to get rid of surplus commodities for strategic 
metals in other countries. Again I say I am quite sure it was the in- 
tention of the committee and the intention of Congress that we should 
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enlarge upon a bartering program as such. You are relying on an 
attorney’s interpretation of the law. That certainly was not the 
intention of the Congress as far as I am concerned. 

Mr. Poace. I think you can assume that the attorney is correct in 
his interpretation of the law and still the question arises why don’t 
we trade with Bolivia, for instance. 

Mr. Bercer. May I attempt to answer you to this extent. You 
are talking about Bolivia and Chile. We would be tickled to death 
if someone came in with some proposals and specific materials on the 
list from either Bolivia or Chile to barter for our agricultural surpluses. 
One of the big problems is that in neither case would either of the 
countries absorb much of what we happen to have in surplus in the 
United States as far as agricultural surpluses are concerned. 

Mr. Poacr. They have not been absorbing much and consequently 
whatever you sell in Bolivia is lagniappe. I think Mr. McIntire was 
in Bolivia 2 or 3 years ago and reported the need for simple cotton 
sheeting 1 in their hospitals there. There was a little cotton mill there 

that said they would process the cotton if they could get the cotton. 
We know that Bolivia has mineral resources that we could use. I 
recognize that from time to time this tin has just been like copper. 
Nobody knows whether we need it or not until we get into a war and 
then we all know that we need it. If we are ac tually going to stock- 
pile these things we ought to be stockpiling. Of course, the Congress 
had in mind that that is what we would do. I understand the pres- 
sures that prevent that sort of thing but tin is not the only metal 
produced down there, although it is the foremost one. 

Has there not been any time that the smart men decided that we 
needed tin or have they decided that we do not need it? 

Mr. Ausert. Is it on the list? That would answer the question. 

Mr. Raw.inas. It is not on the list given to us by ODM. 

Mr. Poaae. Has it been on the list in the last 3 vears? 

Mr. Rawuinas. No, sir. The amount of tin going into a can now 
is, I understand, one-fourth of the amount that it used to be, and it is 
still in better shape. They even tell you that you can store food in 
the icebox in the can and without fear of poisoning. ODM itself in 
its planning has kept a certain relationship between the strategic 
and supplemental stockpile. In the supplemental they have looked 
at it from the standpoint of added security. The strategic stockpile 
is what is required by the Joint Chiefs of Staff for an out-and-out war. 

Mr. PoaGcer. This tin deal it seems to me cannot interfere with any 
American mines. 

Mr. Rawuinas. No, sir. 

Mr. Poace. I do not know of any one mining tin in the United 
States, do you? 

Mr. Rawuinas. No, sir. If there is any, it is negligible. 

Mr. Poace. It seems to me that that is a good illustration of 
something we can bring in without hurting anybody in the United 
States. 

Mr. Harvey. Would the chairman yield? 

Mr. Poaae. Certainly. 

Mr. Harvey. i believe it was contemplated in the thinking of our 
committee and indicated that these strategic materials could be used 
not only for our own country’s use but also in implementing both the 
NATO and SEATO treaties, that they could be reassigned to other 
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friendly countries who were allied with us, such as in NATO, for part 
of their military buildup. As I recall, that was applied to many types 
of strategic minerals. There is nothing so far that I have had from 
your statement that would indicate that that has been in the picture at 
all. 

Mr. Rawuinecs. Sir, I worked with the stockpile committee some 
years ago. Ido not recall the Government ever taking that position. 
It has been talked about on a number of occasions, but I don’t believe 
they came out with the position that they would stockpile more than 
what was required for the United States. They have talked about 
whether we should supply materials that we might have to furnish to 
our allied in the event of war but the thinking has been changed in the 
last few years because of the change in pattern of the concept of war. 
We have always followed the policy that we would not take anything 
unless we could turn it over to some Government agency. Maybe 
that is not a satisfactory answer. 

Mr. Poace. Mr. Heimburger. 

Mr. HermpurGer. Section 303 of Public Law 480 which did not 
provide additional barter authority, but provided a new policy under 
which this program has been operating, stipulates three items that 
surpluses are to be used for. Item (a) is strategic materials entailing 
less risk of loss through deterioration or substantially less storage 
charges. That is what we have been talking about. 

Item (6) is materials, goods, or equipment required in connection 
with foreign economic and military aid and assistance programs, which 
is an entirely different category. They don’t have to be strategic 
materials or stockpiled but something that would be useful to a foreign 
country that we are assisting. I think it is that category that Mr. 
Harvey spoke of where there is no question of stockpiling involved. 

Have there been any deals of that kind? 

Mr. Rawuinas. Yes; we have a few. One is classified. I would 
prefer to give that in executive session. 

Mr. Poaae. On what date did the Washington Post cover the report 
of this classified material? I always find that, if I will read the files of 
the Washington Post, probably it was reported about 6 to 9 months 
ago in great detail. I don’t mean to ask you to give us any classified 
material, but that classified stuff is the pure bunk and we fully recog- 
nize that. We read the papers, too, and know that you generally can 
find the classified article in Sears, Roebuck’s catalog if you take a 
careful look at it. 

Mr. Rawtuinos. The one I am talking about, sir, has not been in any 
papers, though there may be others. 

Mr. Poacer. Don’t go into the detail here; we do not want to get 
any classified material, but we would like to know when it comes out 
in the papers, because we know it will. 

Mr. Rawuincs. We do keep in touch with both the Department 
of Defense and AEC and the ICA, and of course we are dependent 
upon the materials they say may be procured through barter. We 
have attempted to acquire everything that they have told us was 
available for barter procurement. We have done some barter. We 
can give you the figures later. 

(The data re ferred to above is as follows :) 
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Materials acquired for other Government agencies! from inception through May 31, 


1957 
Total 1950-57 
Materials | Unit of measure PS a 
| Quantity Value 
| 
lace animal casiaaaieclaiidaiiaacananeiie ene erent | - alicia 
AEC: Zirconium sponge___- = Pounds- -- | 2, 280 so 000 
Defense: Soybeans__- Million tons-.___| 62, 000 7, 424, 000 
| — — = 
ICA: 
Cotton yarn _- | Bale... | 500 114, 000 
Fertilizer__- Million tons 987, 000 55, 470, 000 
Raw silk ; Pounds 647, 000 | 3, 037, 000 
Wool blankets : ; Each_. ‘ 98, 000 | 262, 000 
Subtotal__ - wok ‘ saa 4 . 58, 883, 000 
Grand total__. 66, 334, 000 


! Excluding procurement for strategic and supplemental stockpiles. 


Mr. Hermpurcer. You folks, of course, would be able to move in 
this area of materials for foreign countries only to the extent that 
you were requested by the Defense Department or one of the agencies 
responsible for those programs to do so; is that correct? 

Mr. Brercer. Except for one thing: That is, that the materials that 
we do put into that program will not replace what we would consider 
normal cash sales. 

Mr. Poace. I thought you said that that was not applicable. 
That is one of the things that disturbed us about the program, because 
I understood at the beginning that you said that provision was not 
applicable. 

Mr. Bercer. That is right, but in the new program that will be 
tied down. I| wanted to make it clear that it is tied down on this 
type of program the same as it is on regular barter for strategic 
materials. 

Mr. Poages. Let us go back to this No. 1 provision where you can 
trade for anything that might be useful and would take up less stor- 
age and would be “less costly to carry. Is it not true that such mate- 
rial as tin would certainly take up less storage cost and be less costly 
to the Government to carry than it would be to carry cotton or wheat 
or dried milk or cheese? 

Mr. Bercer. I would like to be able to trade the dried milk and 
cheese for it. For some reason those are the commodities that we 
cannot move under the barter program. The only way we are getting 
rid of those is through the donation route. 

Mr. Po,ae. I have always been under the impression that it was 
sound business to trade our perishable agricultural commodities to 
anybody any time for some commodity that we can keep with a mini- 
mum of storage costs, and which will not deteriorate over the years 
so that we might be able to use it at a later time. In fact, I would 
personally even go so far as to say that we might have advantageous 
trade with the Soviets if we could trade to them something that they 
would use up in a period of months for something that we would have 
15 or 20 vears from now. It just seems to me that that sort of trade 
always makes sense. I realize again that you folks in the Department 
of Agriculture cannot determine just what you can trade for but 
apparently it is not the policy of the Government as such to accept 
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commodities that are storable and lasting for commodities which 
might suffer a faster depreciation. 

Mr. Beraer. If there are any of those commodities on the list that 
they provide us we will barter for it under the new rules where it is 
not replacing regular cash sales from countries that have the money 
to pay for it. 

Mr. Poage. Mr. Hoeven. 

Mr. Hoeven. I think Public Law 480 is one of the finest pieces 
of legislation on the statute books today and we are making rapid 
progress. However, some witness before the committee some days 
ago said that at the present rate at which we are disposing of our 
surplus commodities under Public Law 480, it will take approximately 
8 years to get rid of our surpluses. If we cannot dispose of our pres- 
ent surpluses over a period of 8 years we are never going to catch up 
on this thing. I wonder if you have any suggestion as to how we 
might enhance the operation of Public Law 480 and move this materia! 
faster than in the past. 

Mr. Bercer. This gets into a matter of policy on which I cannot 
speak, of course, and neither can any of my assistants. 

Mr. Horven. | am asking your personal opinion. You are work- 
ing with this every day. We are interested in enhancing this program 
and making it operate to the fullest extent. 

Mr. Bercer. That is right. 

Mr. Horven. We are looking for some information. 

Mr. Bercer. We recognize that with the present program we will 
have jobs for quite a while to keep on disposing of it. 

Mr. Ioangs. Mr. Hoeven, may | offer a personal comment? 

Mr. Hoeven. Yes. 

Mr. loanes. First of all, there has been a good deal of disposal in 
this area that has cut into the surplus. I think there are three areas 
in particular where real progress has been made. First is wheat. 
The wheat surplus will be cut this year about 150 million bushels. 
This is a sizable cut and it is the first time that we have not gone the 
other way in a number of years. 

Second, the cotton surplus will be cut by 3 million bales and, third, 
the rice surplus will be cut trom about 20 million bags down to 10 
million so that the billion-dollar figure you referred to of the estimated 
decrease in CCC stocks primarily takes account of these three items 
that I have mentioned. 

Now, it is probably unfair to say that at this rate it would take § 
years to move the entire surplus because the billion dollar cut in stock 
that you mentioned at the previous hearing was related to the $8 
billion inventory and loans held by CCC. We all know that every- 
thing held by CCC is not surplus. We have taken over the function, 
Mr. Berger will agree, of stocking some of the things which the trade 
would hold if we bad a better balance between supply and demand. 
So that I think that real progress has been made this vear primarily 
because of expanded exports and 480 helped in this, and we have cut 
down the surplus about a billion dollars, but I do not think it is logical 
conclusion to assume that it would take 8 vears to complete the job. 

Mr. Poaas. Mr. Hoeven said 480 was taking that long. You have 
moved the wheat and cotton solely on subsidy. You have been 
moving cotton at a $70 per bale loss and wheat at 90 cents a bushel 
loss. 
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Mr. Ioanes. The commodities I mentioned were sold at world 
market prices. 

Mr. Poacr. You have lowered the returns under the 480 returns 
on cotton and wheat because of the subsidized export program. 
I am not complaining about those subsidized export programs, but I 
think we have to recognize that they are moving these commodities 
because we are taking such a tremendous and staggering loss on that. 

Mr. Ioanes. There is no argument about that. 

Mr. PoaGcr. We had hoped ‘under 480 that we would get something 
in return. We had hoped that under 480 we would get something a 
little more than these losses that we are sustaining on both cotton 
and wheat. We had hoped particularly under this barter transaction 
that there would be something coming in but when we have lowered 
the price on all of these commodities down to our subsidized export 
program anvhow, then probably we don’t gain anything by barter, 
do we? If we are going to sell cotton at $70 less than it costs us, what 
advantage is it to us to take any kind of foreign strategic material 
when we are paying the world price for the strategic material any- 
how? We had in mind, or at least I had in mind, the idea that we 
would go to somebody who did not have a market for their goods and 
offer to trade something we had for what they had. 

Mr. Bercer. That is where it is going now. 

Mr. PoaGcr. Well, I come back to Bolivia. Bolivia does not have 
a market for tin. That is why we are dumping $25 million or $30 
million a year into the Bolivian treasury. We are dumping money 
into the Bolivian treasury. That is because she has no market for 
her tin. The only way we can maintain a government there is to 
bolster them up. If they could sell the tin, they could use the pro- 
ceeds of the tin to run their country. 

Mr. AtBert. There isa possibility that we would destroy somebody 
else’s tin market who is a good customer of ours if we overemphasize 
Bolivia. 

Mr. Bercer. You are talking to the wrong group on that. Iam 
not an expert in minerals. 

Mr. Atpert. There are the Malay States. 

Mr. Poaace. And Indonesia. They produce all the rest of the tin 
in the world, or practically so. 

Mr. Ioanegs. Pretty well. 

Mr. Poaace. If we want to subsidize them too we of course could 
do it, but if we would take this tin and simply bring it to the United 
States and store it, we would not interfere with the Malayan market 
if we did not sell the tin into the world market. We could certainly 
store it much cheaper than we could store cheese or cotton or wheat. 
We know that. It costs a dollar a month to store every bale of cotton 
you keep. You can store tin a lot cheaper than that pound for pound. 

Mr. Stmpson. Will the gentleman yield? 

Mr. Poaaer. Yes. 

Mr. Stmpson. If Bolivia cannot sell their own tin, how can we sell 
it? Are we better tin salesmen than they are? 

Mr. Poaae. I was not contemplating that we would sell it. I said 
to Mr. Albert that we would not sell it, would not be in competition 
with Malaya but it would be better for us to store tin than wheat. 
The rats don’t eat it as they eat wheat and it does not get spotted as 
we are told cotton does when you store it. 
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Mr. Simpson. If Bolivia cannot sell their own tin and Indonesia can, 
evidently the Iron Curtain countries are taking it. Where are you 
going to sell it? 

Mr. Poaaer. I would not contemplate selling it. I think we could 
hold tin better than wheat 

Mr. Srmpson. I agree to that. 

Mr. loanss. The barter business would not be attractive if we 
were peddling strategic materials throughout the world. The 
attraction is that you provide a supplemental outlet for the strategic 
material so that it cannot go into the commercial stream and there- 
fore you get interest from Bolivia and from Indonesia because vou 
take part of the commercial supply off the market and therefore 
raise the total world market for tin. 

Mr. Poacr. Coming back to Bolivia, is it not true that we are 
putting $25 million or up into the Bolivian Government every year? 
1 am right, am I not, on the figure? 

Mr. loangs. It is a big figure. 

Mr. Poage. | think it is ‘bigger than that, but I am not sure. If 
we are putting $25 million a year into the Bolivian Government, why 
would it not be better to let them mine $25 million worth of tin and 
barter to us for wheat, for cotton, for cheese, for fats, and oils? Why 
would it not be better? It would do the same thing to their economy, 
letting those people go to work, as to simply give them $25 million. 
It would be just as helpful to them. Why would it not be better to 
have them actually dig $25 million worth of tin out of the ground. 
to give us in return instead of handing them the money and letting 
them buy these things? 

Mr. Bercer. That is a top policy question that I think somebody 
else is going to go into. They don’t even have tin on the list for us 
to barter at the present time. 

Mr. Horven. You will admit that it makes sense. 

Mr. Bercer. Why we don’t get the $25 million worth of tin or the 
$25 million we are putting down there now, Congressman, I don’t 
know. 

Mr. Poaae. I believed when we passed this bill that that was one 
of the things we would do. 1 don’t object to the other kind of barter 
because I agree with Mr. Albert that you would limit these things 
greatly by setting that limit but I do not see why we cannot reduce 
our cost where tods ay we are just putting out money. Why can we 
not get something in return for it? 

Mr. Breraer. | doubt if Bolivia would be able to use $25 million 
worth of all of our surplus commodities. 

Mr. PoaGs. Let us not argue that. I know they can use a sub- 
stantial amount. There are 3 million people in Bolivia who never did 
have a square meal. It is as poverty-stricken a country as I have 
ever seen on the face of the earth. Anything you sent there would be 
helpful. 

Mr. Beraer. I presume there are a lot of places in the world like 
that but now vou are getting into policy that is out of my field. 

Mr. PoaGe. It happens that I know that Bolivia has a commodity 
that we can store rather easily, that does keep, that does not cost very 
much to store, and that is lots cheaper than storing these agricultural 
commodities and it is not produced in the United States. Now, they 
don’t have the commodities Bolivia has in some of the other places 
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that are so poverty stricken. For instance, I don’t know what Jordan 
has to send to us or Libya. I don’t know what we could get out of 
arn except to pay for an airbase there, but I do know that Bolivia 

‘an produce the tin and | think it would be better to get our money 
in there by putting people to work than by just giving the Government 
a dole. We make the Bolivian Government simply the recipient of a 
dole and the Government in Bolivia in turn passes it on to their 
people and they become recipients of a dole. Why would it not be 
better to have Bolivia give us something and have the people there 
given some work. 

Mr. Bercer. Your theory is that we ought to buy $25 million 
worth of tin there and it would do the same amount of good or more 
whether it is agricultural commodities or other things? 

Mr. PoaGr. Since we have the agricultural commodities and they 
need a substantial part of it, although | accept your statement that 
they cannot take $25 million worth, we know they can take $10 million 
or $15 million. I am saying why not get the maximum good out of 
this? 

Mr. Rawiines. I think you are assuming that they would be 
willing to give up $25 million worth of tin. 

Mr. Poagr. Of course they would not be willing as long as we 
would be willing to give them $25 million instead. But no govern- 
ment can last 60 days in Bolivia unless they sell tin or get an Ameri- 
can dollar. They would get very anxious to sell tin if we cut off the 
dollars. 

Mr. Bercer. I wish I could help vou in your problem, Congress- 
man, but I am afraid it is a little out of my field. 

Mr. Poagr. I think this has been helpful but I wonder if this could 
be made more helpful if we let Mr. Lynn express some views on this. 
I think we would like to hear from you right now, Mr. Lynn, while 
these gentlemen are here. 

You may proceed. 


STATEMENT OF JOHN C. LYNN, LEGISLATIVE DIRECTOR, 
AMERICAN FARM BUREAU FEDERATION 


Mr. Lynn. I don’t have anything profound to add. A lot of the 
questions, Mr. Poage, that I had in mind have been brought out here 
most recently. We were somewhat disturbed over the recent an- 
nouncement with regard to the limite ition on the barter program. To 
be quite frank with you, I think the new regulations that have been 
issued will dry up the barter transactions. Now, we were not critical 
of the Department of Agriculture in ceasing the barter operations in 
order to take a new look at it because it is true that they were getting 
committed a tremendous sum of CCC capital and I can understand 
the managers being very concerned about that. However, this goes 
to a basic and fundamental policy of the United States, not just to 
the Department of Agric siianal This thing is broader than whether 
we rid ourselves of these surplus agricultural commodities. It goes 
to the very essence of whether or not we can survive in case of a major 
emergency or all-out attack. We have taken the position as so aptly 
stated here by you and other members of the committee that it is 
good sense on the part of the United States to store up somewhere, 
in a desert or some place with a barbed wire fence around it, tin and a 
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lot of these items which we are dependent upon up to as much as 95 
percent on imports. 

I admit that it is not a decision that the Department of Agriculture 
can make alone but I would hope that the Congress either this year or 
next year would have a very extended hearing with regard to this 
matter. The strategic stockpile seems to be very, very hush-hush 
and nobody knows how much or anything about it but I doubt if the 
strategic stockpiles are too big in light of the fact that we have $8 
billion worth of surplus agricultural commodities. I doubt if we have 
$3 billion or $4 billion in very critical materials. I doubt if we have 
more than we would need just to keep this industry going in peace- 
time, let alone war. 

Mr. Poace. Mr. Lynn, could I interpose right there that the stock- 
pile could not be too big as I see it, as long as it has not affected the 
market, could it? 

Mr. Lynn. I don’t think so. 

Mr. Poaacr. The Nation cannot be hurt by a large stockpile as long 
as it has not adversely affected the market for commodities da y by day. 

Mr. Lynn. I don’t think it could. 

Mr. Auserr. If you will vield further, that is a question as far as 
the Government is concerned which we should take up with a different 
group of witnesses. These gentlemen have given us their feeling 
on this. 

Mr. Lynn. I agree, sir, but what I was saying is that I hope a joint 
committee of the Congress or some appropriate committee of the 
Congress would have ODM and the Secretary of Defense, the Secre- 
tary of Agriculture and the executive branch of the Government to 
decide what is good policy and not melt down every time some tin- 
merchant or some copper miner comes into town and remove those 
commodities from the strategic and critical list. 

We, in fact, are being injured with regard to these agricultural 
surpluses and a little surplus of copper in the United States may help 
the general public. The strategie and critical list has been greatly 
restricted. It started 2 or 3 vears ago as a list of some 30 or 40 
strategic and critical materials. The best report that I know of on 
this was made by the former administration under Mr. Truman which 
came out in 1951, which showed the need in the United States for 
these critica) and strategic materials. 

To my knowledge that report has not been challenged. We would 
like to see this program operated in such a way as to accomplish at 
least a partial stockpile of these critical materials. I have a letter 
here addressed to the Under Secretary of Agriculture, which I would 
like to file for the record, if I may, expressing our concern about this. 
We would like to repeat that we do not wish to be critical of the 
Department of Agriculture in that we know they have real limitations 
but we believe that this subcommittee would do a real service to the 
country and to agriculture if through your action you could cause the 
necessary high- policy people to come before the Congress and after a 
proper he aring decide in the United States in which direction we 
intend to go in regard to this policy. 

Mr. Poaar. We are much obliged to you. Without objection we 
are willing to receive the letter which you wish to put in the record. 

(The letter referred to follows:) 
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AMERICAN Farm BuREAU FEDERATION, 
Washington, D. C., June 3, 1957. 
Hon. True D. Morss, 
Under Secretary of Agriculture, 
Washington, D. C. 

DEAR TRUE: We were quite interested and somewhat disturbed about the press 
release of the Department of Agriculture dated May 28 outlining the new policies 
with regard to barter programs. As you know, the American Farm Bureau Fed- 
eration has supported the principle of barter, and we have pointed out on numerous 
occasions that we believe it is in this country’s best interest to expand our stockpile 
of strategic and critical material. We believe that a part of the agricultural 
surplus can be used to good advantage in carrying out this program. 

There can be little argument as to our long-time needs of such materials as 
nickel, magnesium, copper, tungsten, etc., in order to meet the needs of an 
expanding American economy in future years. Domestic production does not 
even approach our present needs. 

Our 1957 policies read as follows: 

“Our essential raw materials stockpiling program should be continued and 
expanded. Surplus farm products should be traded, under Public Law 480 and 
otherwise, for essential materials that may be stored indefinitely without deteri- 
oration.”’ 

We recognized at the time the Department of Agriculture suspended barter 
operations that there was good cause in that a great deal of CCC funds were being 
tied up in materials for future deliveries to the extent that might impair the 
capital structure of CCC. We were very much for the Department of Agriculture 
taking a look at the program. However, we are somewhat disturbed after reading 
the announcement of May 28 with regard to the revamped program under which 
CCC will continue to exchange surplus farm products for strategic and other 
materials from foreign countries. 

We believe that some of the rules and regulations will greatly restrict the 
transactions, and in fact will tend to destroy this program. For example, it is a 
little hard for us to think of any country to which we might export wheat that is 
not included in the list on page 3 of the news release. Many of these countries 
need our wheat and it will be very difficult to determine the replacement concept. 

The American Farm Bureau Federation is not asking for any specific changes 
in the new rules and regulations at this time; however, we will watch the opera- 
tion of this program very carefully and will be prepared to make specific recom- 
mendations if the volume of agricultural commodities moving under this program 
is reduced as drastically as we feel it will be under these very stringent rules and 
regulations under which it must now operate. 

This country’s need for critical and strategic material, together with our con- 
tinued accumulation of agricultural surpluses would seem to make it advisable 
to implement an effective barter program, The USDA and the CCC should not 
bear the whole weight of this program, but this should be a program of all the 
administrative agencies of Government, designed to strengthen the position of 
the United States. 

We will be happy to discuss with you, and other people in the Department, in 
greater detail, our policies with regard to this matter. 

Sincerely yours, 
Joun C. Lynn, Legislative Director. 

Mr. Poage. Are there any questions? 

Mr. Hoeven. I appreciate the fact that the Department of Agr- 
culture is limited and circumscribed by policy at the top level and the 
opinions of its legal staff as to the operation of Public Law 480 as it 
related to barter. Mr. Lynn, is there any way whereby the law 
may be amended so as to positively direct the Department of Agri- 
culture to do certain things in this barter field? 

Mr. Lynn. It would be my interpretation that under Public Law 
480 it is quite clear that we ought to be doing more in this field than 
we currently are doing even before the change in regulation. I don’t 
believe we need any more legislation. 

Mr. Hoeven. I am getting back to my origina] statement that it 
was the intention of Congress that we should barter surplus agricul- 
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tural commodities for strategic materials. Can you suggest amend- 
ments to the law which would specially direct the De spartment of 
Agriculture to carry out the intention of the Congress? 

Mr. Lynn. If that is necessary, I certainly would. To go back to 
Mr. Poage’s point, as long as we are willing to give our money and 
everything else to these countries, they are not going to be interested 
too much in bartering and/working out deals. Now, the Senate at 
least has committed us to $2 billion in the future give-away programs 
just under this mutual security program. I hope ‘that the House will 
not do that but if we continue to commit ourselves to the tune of 
$750 million annually into the future as has been done in the mutual 
security program, we are not going to be able to barter or do a lot of 
these other things because it is easier for some of the bureaucrats to 
give away money than to go to the trouble of exchanging it for stra- 
tegic and critical materials. 

The ICA in our estimation has not done their bit in connection with 
helping to execute this barter program. We have so indicated to the 
Congress on several occasions. 

Mr. Atsert. Mr. Chairman, I think this is a fine suggestion. 

Mr. Harvey. | think that is a very good suggestion, Mr. Chairman. 

Mr. Aurert. | think that if we, as the greatest surplus-producing 
nation in the world, are going to let every: industry dictate our proce- 
dures, we are going to have an amazing amount of surpluses in the end. 

Mr. Lynn. I agree. We don’t want any segment of the economy 
in the trouble that agriculture is in, but this won’t hurt anybody else, 
I think. 

Mr. Harvey. If I might offer this one thought, in discussing this 
question with some of the members of the Foreign Affairs Committee 
along the same line to which you addressed yourself, the dollar give- 
away program, they have said to me that they think the worst fault 
with that whole program is that it is just an easy, ineffective way out, 
that it does not require any imagination or challenge, any very great 
effort to do it that way. 

Mr. Auserr. Would you vield? 

Have they not cut it $600 million, the authorization? 

Mr. Harvey. I don’t know. 

Mr. Autsert. The House committee. 

Mr. Lynn. That was reported in the paper Saturday, 1 believe. 

Mr. Harvey. | know they made a substantial reduction, but I 
don’t recall the amount. I know that that is undoubtedly part of the 
reason why they made this very substantial reduction. 

Mr. Lynn. Just on this one point, and I know this is not the subject 
of the hearing, when you count the carryover that ICA will have as 
of yesterday plus what they are asking for in appropriations and in 
future obligations we will have Gutetending. if you pass similar legisla- 
tion to that of the Senate, about $13 billion in appropriations carry- 
over authorization and future commitments. 

Mr. Horven. How long will it take them to spend that amount? 

Mr. Ausert. Part of it is programed as far as 8 years in advance, 
is it not? 

Mr. Lynn. A good long time in advance. 

Mr. Hoeven. In other words, the pipeline is filled and they are 
asking for more money. 
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Mr. Lynn. Surely. Economic aid got very unpopular up here and 
throughout the country and what did we do? We changed it from 
economic aid to military support, the same thing with a different 
name. I did not mean to get off on that subject, but it has a direct 
bearing as to how effective we will be in utilizing our surplus agricul- 
tural commodities and substituting for aid which is not just a moot 
phrase but has real meaning if implemented correctly. 

Mr. Poaas. Of course, this subcommittee is limited just like our 
witnesses are this morning. They cannot tell us what is going on 
somewhere else, and we cannot go into the question of what somebody 
else has done. 

Mr. Lynn. But there are seven votes here, sir. I count seven 
Congressmen. 

Mr. Poacw. We would like to hear from any of the departments 
represented here. Is there anybody from any of the other depart- 
ments who wishes to say anything? We would be glad to hear any 
department that wants to express their views. 

We appreciate what vou have had to say, Mr. Berger, but I am talk- 
ing about particularly the State Department because obviously all of 
these things go to the State Department and to the Defense Depart- 
ment. The Defense Department, of course, gives us nothing except 
that this is classified and we cannot discuss it. The State Department 
tells us that it is such high policy that we will have to talk to Mr. 
Dulles and you cannot catch him, and the result is that we never get 
discussion from anybody except the Department of Agriculture. 

We appreciate the fact that you gentlemen have been with us. 

If vou have any suggestions, Mr. Berger, that you would offer 
the way of legislation or changes that you think are needed in bonialal a- 
tion we will be glad to hear them. We do not want to make this 
theoretical. We want to know what we can do that will help 

Mr. Barcrer. Mr. Chairman, I don’t believe, when this is such 4 
broad, top-policy, overall governmental function, that you are talking 
about, that I am in position to really express myself personally, par- 
ticularly on the record, because it does not mean anything. 

Mr. Poaar. Is there anybody in the Department who would come 
to talk to us who would say that he was close enough to the throne 
to give us any advice? If we ask Mr. Benson to come here he is of 
course busy, and I recognize that and he would not be able to get 
here until August. 

When we get him here then I recognize that Mr. Cooley and Mr. 
Poage and Mr. Andresen are going to take up a lot of time talking to 
him, and a lot of our members are going to feel that they have been 
denied an opportunity to talk to him, so that I would rather talk to 
somebody else. Is there anybody else that we could talk to as we 
have talked to you this morning, which I think is the best way of 
handling this thing? 

Mr. Simpson. Maybe we ought to talk to Christian Herter, a 
—— Member of the House. 

. Poacs. I think it would be a good idea. I think vou have a 
sae eaauaian: 

Who of the Assistant Secretaries would you suggest? 

Mr. Bercsr. | work directly under Assistant Secretary Marvin 
MeLain. 
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Mr. Poaes. Why don’t we ask Mr. McLain and Mr. Herter to 
come down together one of these days. 

Mr. Harvey. It is a good idea to get them together. 

Mr. Poaace. I think they ought to be together. Who ought we 
have from this strategic stockpile department? 

Mr. Rawurnes. The director is Mr. Gordon Gray. 

Mr. Poacer. I know Gordon Gray. Would he speak for the De- 
fense Department as well? 

Mr. Rawuinecs. No, sir. 

Mr. Ausert. He is in the Office of Defense Mobilization. 

Mr. Rawuinocs. Yes, sir. 

Mr. Poacr. Who would speak for the Defense Department? No- 
body, I suppose. 

Mr. AuBert. His business represents the recommendations of the 
Defense Department also, does it not? When he gets it it has had 
the Defense Department recommendations already, has it not? 

Mr. Rawurincs. His primary job, as I understand it, in the Office 
of Defense Mobilization, is to consider what would be necessary to 
mobilize in case of a war. He takes into account the mobilization 
base, the entire domestic industry and the question of keeping certain 
industries and mines and others in standby condition so that they do 
not close up and cannot be reopened. He also looks at what: is re- 
quired from a stockpile standpoint which is primarily based on a 
costly dependence on foreign countries for certain materials that we 
do not have here and that type of thing. He also coordinates other 
activities of the kind which used to be in NPA, not only requirements 
for materials but plants and all across the field. He is furnished with 
the requirements that the Department of Defense may have for mili- 
tary items and the items needed to supply essential civilian require- 
ments. These are the bases for the stockpile and the whole mobiliza- 
tion setup, but they have to be approved by ODM. 

For instance, in the Department of Defense you have the Office of 
International Security. You have supply and logistics that covers 
all three services. You have military installation and properties. 
You have manpower. And they all blend in. Of course, Secretary 
Wilson or maybe one of the Under Secretaries could help. 

Mr. AuBert. Secretary Quarles. 

Mr. Poace. I would like to ask Mr. Ioanes while we are here just 
how far you feel that title I provisions are interfering with normal! 
trade and transactions. 

Mr. Ioanes. Well, certainly it has gotten to be such a big program 
that there must be interference to a limited extent. As you know, 
the law requires that we make a ruling in the case of each commodity 
and in the case of each agreement as to whether we have a normal 
commercial trade with the country involved. If the history supports 
the fact that we have had such a trade, if they are in a position to 
to continue paying commercially for what we sell them, then we 
require a commitment from them in writing that they will continue 
that purchase as a condition for getting the commodity for foreign 
currency. It is difficult to measure how much replacement there 
has been, but when you are moving as much as we are this year, as 
much as 200 million bushels of wheat under the title I program, | 
would be the last to say that we might not have sold some of that 
wheat for dollars. But we think the ‘replacement has been small. 
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Mr. Poager. On the other side of the picture, how effective do you 
think this program has been in developing new markets? 

Mr. loanes. I would say this to you: By policy we have concen- 
trated the program on the underdeveloped countries of the world, 
countries such as Chile, where there is the greatest room for inc reased 
consumption. We think that the record as we go along will show 
that our trade with those underdeveloped countries has increased far 
beyond any historical record because we have selected the areas where 
the people are poor, where they have low income in terms of foreign 
exchange and where their standard of living is held down because 
they cannot afford a better standard. 

Mr. Poagr. That of course is the question. After we cease selling 
them for local currency how many of these people are going to be 
able to continue to trade with us and by these commodities even 
though they might like to? Even though we have developed a taste 
for a commodity, what about their ability to sustain purchases? 

Mr. Ioanrs. I think there are two factors there. There is an 
economic and a political factor. If we carry on this program for 
several years I think we will place the governments of those countries 
in the position where having permitted their people’s standard of 
living to rise in wheat or in sheeting or in a bowl of rice extra every 
week that it will be extremely difficult for the leaders of those countries 
politically to reverse the trend. We think we will keep part of it if 
it is continued for several years. 

On the economic side, let me give you one example; India. India 
has embarked on a multi-hundred-million-dollar program to develop 
her own industry and one of the reasons she is tz sine as much wheat 
from us this vear as she is is because those factories are not in produc- 
tion. They are not turning out consumer goods but the wages have 
been paid to the worker to build the plants so that inflation has set 
in because the money supply has outrun production. Our wheat 
is going in to help sop up the inflationary effects of her own develop- 
ment program. 

As those factories go into production, as they have goods for sale 
her ability to buy from us and the rest of the world will be improved, 
but it takes time, so that I think the two things are fitting together. 

Mr. Poace. We are selling wheat to India? 

Mr. Ioanes. Yes, sir. 

Mr. Poacr. That raises a question that we had thrown at us in 
Australia repeatedly. The Australians feel that the sale of American 
wheat to India jeopardizes their markets. They never had much 
market in India, as | understand it. If we can cause any substantial 
portion of the Indian population to eat wheat, will not Australia 
probably in the long run profit more than we will? 

Mr. Iloanes. My heart savs I hope not, but my head says they prob- 
ably will simply, because of the freight differential between the two 
countries. 

Mr. Poace. That is right. We cannot meet that differential of a 
5,000-mile haul against us, as I see it, without subsidy. 

Mr. Ioanes. I don’t think we are hurting Australia. I think we 
are in the long run helping her in the same way that you describe. In 
addition Australia happened to have this year a fairly poor wheat 
crop and it is our prediction that at the end of the current year Aus- 
tralia will have no surplus of wheat at all. She will sell every bushel 
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of wheat that she can produce for export. I think, Mr. Chairman, 
we are not hurting Australia in the short run because she is selling all 
wheat she can produce and, secondly, I think in the long run because 
of her natural position in relation to India that as the market expands 
and becomes a larger commercial market she stands to gain more from 
it than we do. 

Mr. Poacsr. As I understand, we are sending butter to Japan 
under this program. 

Mr. loangs. No, sir; we are not. 

Mr. Poaace. Last fall we were negotiating a deal with Japan in 
which there was supposed to be a substantial amount of money. 

Mr. Ioanes. No, sir; not under title I of 480. 

Mr. Poace. The New Zealanders were much afraid that that 
would be consummated. It seemed to me that that held out about 
the same prospects for New Zealand that the Indian wheat agreement 
held for Australia, that if we developed the butter market in Japan 
that New Zealanders would probably enjoy a substantial part of it. 

Mr. Ioanrs. Japan is in a little different position, I would say, 
than India. Japan is a relatively developed economy. Last year 
her foreign exchange reserves were improving, which is the big reason 
this year why we are selling them over a million bales of cotton. She 
had the dollars to pay for “the imports from us. Her butter market 
is a relatively small market. They have a very small number of 
milk cows on the island. It is true that New Zealand does sell them 
a few tons of butter commercially and has been doing it for some 
time. I would say that there might be some difference between 
Japan with a better ability to pay in dollars than India. 

Mr. PoaGe. Is there not an opportunity to develop the dairy 
market in Japan? 

Mr. Ioanes. We think there is. We think that it is a shame that 
that country in which they have rising consumption of rice and rising 
consumption of cotton textiles is pursuing a protectionist policy on 
dairy product imports at a time, at least lest vear and the veer before, 
when we think they should have been encouraging consumption. 

Mr. Poacr. Do you have any specific instances where you think 
that our program has worked to the serious harm of friendly nations 
who might be competing for markets? 

Mr. loanrs. No, sir. I don’t think so. I don’t think we have 
had any individual programs or collective programs under title I of 
Public Law 480 where we have seriously endangered the trade of any 
other friendly country. 

Mr. Poace. Has Uruguay ever been satisfied? I never felt that 
she had a just complaint. I know of the Uruguay complaint. I was 
there and talked to the Minister of Agriculture, and I know their com- 
plaint very well, but I did not think they had a justifiable complaint. 
Has she ever become reconciled to the situation? 

Mr. loanes. Sir, you know it is popular politically to complain 
about the United States. It is always good fodder at home to com- 
plain about what we are doing. Iw ould say that over the years she 
has come to understand that we are pursuing this program with care, 
that the State Department sits on the committee that approves 
every agreement that is made and is certainly careful, and with justi- 
fication, to assure that we don’t seriously step on the toes of any other 
friendly exporting country. Part of Uruguay’s apprehension came 
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about when we negotiated the large wheat agreement with Brazil— 
there is specific provision in that agreement to protect the interests of 
other friendly countries. 

Mr. Poaae. I had the opportunity to call that to the attention of 
the Minister of Agriculture in Uruguay and ask what he wanted us 
to do about it. He said he wished that we would permit him to sell 
all the wheat that Uruguay could produce before we sold any. I asked 
him how we could limit the production of wheat in the United States 
and at the same time let him sell all that Uruguay could produce before 
we tried to sell any, and he didn’t know how we could do it. 

Mr. loangs. I think the situation has so changed in that country 
that recently there have been talks about participating in the program. 

Mr. PoaGcr. Have we a program going with Paraguay? 

Mr. loanes. We had one going. It is probably completed at the 
moment. It is a very poor country. 

Mr. PoaGe. It is very poor. I don’t know of any resources that 
they have such as Bolivia does. 

Mr. loanges. No, but they have people and people eat. 

Mr. Harvey. The Uruguayan incident that you mentioned, 
Mr. Cheirman, was the very point that I wanted to raise. I am 
very glad that vou raised it. I have one comment which stuek in 
mv mind that hs appened during the course of this conversation had 
with the Uruguevan Minister in which you, Mr. Poage, assured the 
Minister that our policy would not be to inhibit the Uruguayan market 
in any respect; that in fact we were going to make very honest effort 
to see that their economy was not disrupted by our program. The 
chairman pointed out that, after all, all we were doing was simply 
filling the gap left by Argentina in filling the needs of Brazil. 

As I recall, the Uruguavan Minister said “Yes; that is true, but if 
vou had not stepped in and assured the Brazilian Government that 
vou would fill the gap we could probably have sold our wheat to them 
at a much higher price.”’ 

The general complaint that came to us from the State Department 
was to that effect also. 

Mr. Poace. That is right. 

Mr. loanes. I would like to add that ordinarily we think of the 
world wheat market as being a fairly stab = market in the neighbor- 
hood of about 900 million bushels of wheat a vear. This vear the 
world wheat trade will be about 2,200 million bushels, a rise in the 
last few vears of about 300 million bushels. 

Mr. Poacr. Do you think that Public Law 480 accounts for most 
of the rise? 

Mr. loanes. Yes, sir; this and the other programs of the Govern- 
ment. 

Mr. Poacs. Are there any other questions? 

Mr. Harvey. I want to thank the chairman very much. 

Mr. Poacr. Thank you very much, cetiiaina: 

Unless there is some further comment or questions, the committee 
will stand adjourned until we ask Assistant Secretary Herter and 
Mr. Gray and Secretary McLain to appear. 

(Whereupon, at 11:45 a. m. the committee was recessed subject to 


call.) 
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TUESDAY, JULY 23, 1957 


Hovuss oF REPRESENTATIVES, 
SUBCOMMITTEE ON FOREIGN 
AGRICULTURAL OPERATIONS OF TH 
ComMITTEE ON AGRICULTURE, 
Washington, D. C. 

The subcommittee met, pursuant to notice, at 10:10 a. m., in room 
1310, New House Office Building, Hon. W. R. Poage (chairman of 
the subcommittee) presiding. 

Present: Representatives Poage, Albert, Matthews, Hoeven, 
Harvey, and Simpson. 

Also present: Representatives Jones, Hagen, and McIntire. Mabel 
D. Downey, clerk; John Heimburger, counsel. 

Mr. Poacr. The committee will come to order. 

We will this morning discuss barter transactions, and try to get 
some idea as to just how these transactions take place, and just what 
is actually being done. I believe we have several of the private 
trading companies, and we will be glad to have you gentlemen tell us 
just how the program is working. 

The first name I have on the witness list is Mr. Irving Sverdlik, 
secretary of the Calabrian Co., Inc. Will vou please come around? 
Would you come around and give us an idea of how you operate? 


STATEMENT OF IRVING SVERDLIK, SECRETARY, CALABRIAN 
CO., INC., NEW YORK, N. Y.; ACCOMPANIED BY JOHN E. DAVEN- 
PORT, EXECUTIVE VICE PRESIDENT 


Mr. Sverpurk. Mr. Chairman, my name is Irving Sverdlik. I am 
the secretary of Calabrian Co., Inc. To my right is Mr. John H. 
Davenport, the executive vice president of Calabrian. 

On behalf of the company and of its president, Mr. Cogliandro, I 
wish to thank the committee for this opportunity to make our views 
known to you. 

As may be known to some of the committee members, we feel very 
strongly that the action of the Department of Agriculture in ending the 
barter program, and so far as we can see for all purposes it seems to be 
ending, is a serious mistake. 

We have prepared a written memorandum which we have filed with 
the Senate Committee on Agriculture and Forestry, in connection with 
hearings which occurred before that committee in the past weeks. 

We have filed a copy of this statement with your committee, and 
have furnished a copy to the stenographer here, and we respectfully 
ask, Mr. Chairman, that we may enter this statement upon the 
record. 


29 
95541—57 








30 BARTER AND STOCKPILING POLICY 


Here today I would like to read excerpts from this statement and 
make some additional comments. 

Mr. PoaGcr. How long is this, statement? 

Mr. Sverpuik. The statement itself? 

Mr. Poaae. Yes. 

Mr. Sverp.ik. It is nine pages. 

Mr. Poaacr. Without objection that will be included in the record. 

(The statement referred to is as follows:) 


STATEMENT OF IRVING SVERDLIK, SECRETARY, CALABRIAN Co., INc., New York, 
i x 


aN. 


I. INTRODUCTION 


Calabrian Co., Inc., is a corporation engaged in foreign trade. Since 1952, 2 
years before Public Law 480 was enacted, Calabrian did barter business with 
CCC. It has had many barter contracts and has delivered to CCC strategic 
and nonstrategic items originating in United Kingdom, Netherlands, France, 
Italy, Japan, Belgium, Philippines, and others. In return, it has exported 
equivalent surplus agricultural commodities. 


Il. WHY DOES CALABRIAN TESTIFY HERE TODAY? 


We feel that the policymaking officials of the Department of Agriculture have 
been unjustifiedly hostile to the barter program. We do not question their good 
intent. However, their conduct, in our opinion, indicates an unfortunate mis- 
understanding of the operation and potential of the barter program and of foreign 
trade practices. By a press release dated May 28, 1957, the Department of 
Agriculture announced a so-called revision of barter program. In practice, this 
so-called revision kills the barter program. 

Our affirmative position is that an aggressive, well-implemented barter program 
increases net cash grain exports, creates additional barter exports, strengthens 
CCC assets, and strengthens our foreign allies. It is regrettable that Department 
of Agriculture officials, who are responsible for the practical termination of barter, 
apparently did not utilize the experience of major grain exporters and foreign 
traders. 


Ill. WHAT IS MEANT BY BARTER UNDER THE SURPLUS PROGRAM? 


True barter consists of a flat exchange of one item for another. It drastically 
limits parties who can participate. True barter is extremely complex and difficult, 
as experienced by CCC, who, in 1955, negotiated an agreement with the Govern- 
ment of Turkey to barter chrome against wool. 

Confusion exists concerning the nature of the surplus barter program. This 
program in practice is not true barter. Rather, each barter contract requires 
two separate foreign trade transactions, each through normal competitive business 
channels. For example, the barter contractor buys the exchange material and 
he sells it to CCC. He buys surplus commodities from CCC and sells them in the 
international market. This program has all of the advantages of normal com- 
petitive business without the disadvantages and restrictions of true barter. This 
is @ modern method of exchange of goods, which necessarily employs modern 
methods of finance. 


IV. GOVERNMENT POLICY TOWARD BARTER 


We know this committee is very familiar with the executive and legislative 
mandates including recent messages by President Eisenhower, which, since 1949, 
repeatedly authorize and/or direct the extension of the barter technique to help 
reduce the surpluses. Yet, frequent attempts to prescribe and limit barter 
repeatedly appeared. Within the Agriculture Department itself there are incon- 
sistencies in expressed barter policy. On October 39, 1956, a Department of 
Agriculture official information sheet on barter stated: ‘““* * * The barter pro- 
gram has been in operation since 1950 and has proved well suited to Government 
procurement * * *. Administration policy is directed to the expansion of barter 
procurement.” 

What happened after this October 1956 expression of policy Since this date 
the Agriculture Department has been discouraging barter and has placed repeated 
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restrictions upon the barter program. Among the restrictions imposed since that 
date, in addition to the self-imposed limitation that ODM determine materials 
which could be the subject of barter, were: Withdrawal of the 72-hour option 
requirement that 50 percent of the exchange material originate overseas, curtail- 
ment of the interest factor. Then, in April 1957, the Department announced 
suspension of the entire barter program. Finally, on May 28, 1957, the so-called 
revised barter program which is, in practice, the end of barter activity was 
announced, 
V. THE ADVANTAGES OF BARTER 


(a) The replacement of expensive to store, deteriorating surplus commodities 
with inexpensive to store, nondeteriorating materials saves substantial moneys. 
According to official Department of Agriculture reports, total storage cost for 
1 month based upon December 1956 inventory was $28,968,649, or just under 
$1 million per day. This is for storage alone. It does not include deterioration. 
It is estimted that approximately 1 million bushels of corn per day are down- 
graded to sample grade. Consideration is now being given to sales of large 
amounts of corn for production of alcohol and other chemicals. Such corn may 
be sold for approximately 60 cents per bushel, though it may cost CCC roughly 
$1.50 per bushel. Wheat is being downgraded daily and sold as feed. It is not 
difficult to see, therefore, that deteriorations losses are enormous. It would make 
more sense for these commodities to enter consumer channels and simultaneously 
increase the natural resources of the United States. 

(b) Barter, as we know it under Public Law 480, has strengthened many small 
businesses. 

(c) Barter has increased exports from our surplus. 

(d) This program has admirably suited stockpiling requirements by permitting 
use of surplus commodities rather than dollars to acquire stockpile material. 

(e) The Department of Defense has directly benefited from barter transactions 
like the recent French military housing program. 

(f) Barter purchases for stockpiling of CCC assets have frequently resulted, 
because of Government practice to purchase at prices below market, in increased 
assets during storage, due to increase in the world market price of the material. 

(g) The purchase of materials for exchange with surplus commodities has 
benefited friendly foreign countries by strengthening their internal industrial 
and financial structures, particularly where the United States may otherwise 
support their economies by grants or other assistance. In other words, it has 
stimulated ‘‘trade, not aid.’’ 

(h) United States domestic mineral and mining industries have substantially 
benefited from the barter program to such extent that, as included in the Con- 
gressional Record of May 8, 1957, a meeting of the western governors in April 
1957, resolved that the barter program “‘be continued and expanded.” 

(7) American labor has benefited by processing foreign ores. 


VI. THE MAY 28, 1957 PRESS RELEASE REVISED PROGRAM 


A. General 

Based upon our barter experience, we believe this so-called revised procedure 
is wholly impractical and unworkable. The release states that a principal concern 
of the Department is the possibility that some of the barter sales have merely 
replaced dollar sales, with no net export gain. It is incredible that the entire 
barter program has been essentially terminated because of theoretical possibilities 
that some barter sales may have replaced dollar sales. No proof is offered by the 
Department. The release refers to a study and indicates that the release reflects 
the findings of that study. We think the study should be made public. We 
assume such study includes a thorough analysis of past and current trade balances 
and trends, including such currency clearing facilities as the European Payment 
Union. 


B. Does barter really replace cash sales 

The answer based on Department of Agriculture statistics would appear to be 
definitely no. Both eash sales and barter sales have substantially increased. 
The reason is that the foreign market has grown. The role of barter in expanding 
this market has been substantial and is discussed further below. 

Cash sales for export have increased from $261 million in fiscal year 1954 to 
$497 million in fiscal year 1955 to $526 million in 1956, and to $836 million in the 
first half of fiscal year 1957. During the same period barter exports rose from 
$37 million in fiscal year 1954 to $122 million in fiseal yerr 1955 to $298 million 
in fiscal year 1956, and to $201 million in the first half of fiscal year 1957. 
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These statistics in no way whatsoever substantiate any claim that barter has 
prevented cash export sales. If anything, the statistics show that cash sales for 
export have been rising substantially. 

We do not say no cash sales have been displaced by barter sales. However, the 
overall advantages of the barter transactions far exceed the disadvantages, if 
any, of such displacement. For example, Calabrian has offered in excess of $200 
million of exchange material on a barter basis to CCC during the past 9 months. 
Out of the $200 million offered, who can say that $100 million would not have 
been saved in storage and deterioration charges? Conversely, can the Depart- 
ment of Agriculture guarantee that it has sold the equivalent $200 million worth 
of surplus commodities for cash? If it has not, the estimated $100 million is 
an outright loss. 

As Assistant Secretary Butz advised the Senate Committee on Agriculture and 
Forestry on June 11, 1957, it is likely that some title I local currency sales actually 
replace some cash sales. Of course, this is true. But, as Secretary Butz indi- 
cated, this does not require the prohibiton of title I transactions. 

We contend however, that the barter program itself has been actually respon- 
sible for increasing cash sales. Barter transactions have offered the enterprising 
contractor the possibility of acquiring exchange material to be delivered to CCC 
at profits, which are sharply limited by the policy of CCC to pay less than market 
prices, and by the intense competition among barter contractors for this Govern- 
ment business. This technique, however, permits the barter contractor, or the 
grain exporter with whom he is associated, to compete with foreign producers 
who would otherwise undersell. 

Further, in this competitive international market, volume business and estab- 
lishing new outlets and new markets are major considerations. Grain exporters 
benefit, apart from the immediate commodity profit or loss, by freight facility 
ownership, storage facilities, and other related profitable incidents of large scale 
exports. Prestige and status in the international market are themselves sub- 
stantial desired assets. Through the barter technique, grain exporters are able 
to extend the small advantage created by the barter procedure by averaging 
barter grain export sales prices with cash sales prices, and purchasing from CCC 
substantial additional quantities of cash surplus commodities. 

The grain exporter then is in position to bid upon and be awarded substantial 
foreign tender contracts which are filled by the exporter from both barter and 
cash commodity sources. Thus the barter technique is responsible for sub- 
stantial cash purchases from CCC, 

The barter procedure has frequently resulted in the creation of new markets 
for United States surplus exports. The contractural requirement that the barter 
contractor dispose of the full exchange value of surplus commodities has created 
large additional sales forces for United States exports. At least one substantial 
domestic grain company has greatly expanded its export department because of 
business activity. The impetus which barter trading has created necessarily 
extends to further cash sales because organizations, once established in the grain 
trade through barter, expand their activities into the cash market as well. 

Further, by paying foreign producers in United States dollars, barter necessarily 
strengthens the balance of trade position and dollar availability in these producer 
countries. These countries may and do then purchase further commodities or 
other material from the United States. It is sometimes stated by opponents of 
barter that barter commodities are sold to dollar balance countries, and therefore 
displace cash sales. A thorough analysis would undoubtedly disclose that where 
this occurs the actual cash balances have been created by the barter program 
itself in connection with stockpile acquisitions. 

C. Other restrictions 

The “revised’”’ program contains the following restrictions. It requires that a 
specific commodity be designated; that the contractor satisfy CCC that the trans- 
action will effect a net increase in United States exports of the commodity involved 
to the receiving country, if such receiving country is one of an inclusive list con- 
tained in the release; that the commodity will not be transshipped; that interest 
be paid to CCC even though letter of credit is furnished. The Department of 
Agriculture has established an incredible standard whereby barter contractors 
must prove in advance that a certain proposed transaction will mean ‘‘a net 
increase in United States exports of the agricultural commodity involved.” 
The Department itself vaguely speaks in terms of possibilities. Yet the contractor 
is expected to satisfy CCC when apparently CCC’s own investigations have failed 
to reach any definitive results. This requirement is absolutely impractical. The 
factors which enter into estimated total commodity exports of a specific item to 





BARTER AND STOCKPILING POLICY 33 


a named country are innumerable, often unrelated, and are subject to the com- 
plexities of foreign trade and rapidly changing trade balances. The only thing 
sure about commodity business is unpredictability. 

The requirement that the barter contractor in almost all cases name the com- 
modities and the recipient country at the time of offering the exchange material 
runs completely contrary to the practice in the grain business where commodity 
prices fluctuate constantly and where options never extend for any substantial 
period, let alone for the time necessary to negotiate a complex CCC contract. 

The interest requirement also apparently stems from an improper evaluation of 
barter business. It cannot be assumed that this interest factor is in the nature of 
any windfall. In the first place, the Government benefits substantially from 
prompt physical acceptance of the surplus commodities by the contractor since 
storage charges and deterioration and downgrading cease. Secondly, to the 
extent that this interest factor may benefit the contractor, it enters into both the 
competition between barter contractors for the available business and into the 
negotiations between the Government and the contractor in fixing the price of the 
exchange item. Barter business is basically private competitive market-place 
business. All of the factors necessarily involved are carefully taken into account 
by all of the competing parties. In the course of barter contracting, just as in all 
other business, a wise or an unwise transaction may be made, and a profit or loss 
occasioned. The fact that the interest factor may have facilitated certain barter 
contracts, and so helped to export surplus commodities, is hardly ground for its 
removal unless such removal is part of a scheme to destroy the entire barter pro- 
gram. 

The further requirement that barter material may not be produced or processed 
in the United States is an unwarranted blow to domestic industry. This rule 
appears unnecessarily to hamstring barter authority to acquire strategic materials 
where, as is frequent, the raw material is foreign, but the best processors are 
domestic. 

VII. COMPLAINTS FROM FOREIGN EXPORTERS 


Competitive techniques are known and employed in all countries. Present 
indications are that current crops will be larger throughout the world. In the 
United States our production controls are reported ineffective. We anticipate 
further heavy surpluses and intense foreign competition. Now, more than ever, 
we need every possible disposal technique. 

Basically, however, it is not conceded that any of our agricultural policies are 
unfair to any foreign exporter. We live in an expanding world food market. 
United States efforts are substantially responsible for this expansion. It is con- 
trary to our economic and diplomatic perspective to look upon the agriculture 
markets of the world as static, clearly defined, and allocated. 

Then too, we must face the facts of life. These very foreign competitors freely 
sell without United States competition in the Communist orbit. Canada and 
Argentina, two of our close competitors, have been making trade agreements with 
consumer countries. An agreement between Argentina and Germany for the 
purchase of agricultural commodities has just been announced. These agree- 
ments can only result in more severe competitive difficulties for United States 
exporters. In any event our primary concern must be for the serious surplus 
problem faced by our farmers and by our entire economy. 


VIII. CONCLUSIONS AND RECOMMENDATIONS 
A. Conclusions 

1. The so-called revised barter program of May 28, 1957, intentionally or other- 
wise, kills the barter program. It is unworkable. 

2. Barter has accounted for over $975 million of direct surplus disposal, and is 
responsible for substantial surplus disposals for cash, which except for the impetus 
of barter would not have occurred. 

3. Barter, as encouraged by legislative and Presidential mandates, has proved 
to be a sound disposal method. 

4. Barter policy has not received the serious consideration it merits. Its his- 
tory is one of casual, if not hostile, treatment at the policy level of the Depart- 
ment of Agriculture. The Barter and Stockpiling Division, which administers 
barter contracts is under policy control of the Deputy Administrator of Price 
Supports. On the other hand, title I disposals, under the same law, are under 
Marketing and Foreign Agriculture headed by a different Assistant Secretary. 

As recommended by President Eisenhower, and enacted by Congress in the 
Agricultural Act of 1956, the Secretary of Agriculture is authorized to appoint a 








34 BARTER AND STOCKPILING POLICY 


Surplus Disposal Administrator. So far as we know, no such administrator has 
been appointed to analyze and integrate disposal. 
B. Recommendations 

1. The May 28, 1957, press release containing certain so-called revisions of the 
barter program should be rescinded. 

2. The barter program as authorized and prescribed by legislative and Presi- 
dential mandate, should be effectively implemented and should serve, as recom- 
mended in House Document 1776 in 1954, as a “priority disposal method.” 

3. Restrictions circumscribing barter transactions should be relaxed with 
appropriate Government agencies observing whether such encouragement effec- 
tively accomplishes the prime objective of surplus disposals. This should replace 
the present trend to jump from hypothetical improbable ‘“‘possibilities’’ to the 
destruction of the barter program. We should respect the advice given by 
Secretary Benson before this committee on May 15, 1957, when he said: 

‘“* * * we must beware lest we fly from the known shortcomings of present 
programs to the unknown but possibly greater evils of other programs * * *.”’ 

4. A Surplus Disposal Administrator should be appointed with overall responsi- 
bility for proper integration and policy control of disposal activities. 

5. In general, the problem of surplus disposal requires a “steady, persistent, 
imaginative advance.” There is “no easy solution’? and a many-sided assault is 
indicated. These quotations are from President HKisenhower’s recent farm 
messages. We must avoid precipitous, hastily conceived and poorly planned 
negative approaches. Only by pursuing an aggressive barter disposal program in 
coajunction with other techniques can we make substantial inroads upon the 
plaguing surplus. 

Mr. Sverpurk. Thank you, Mr. Chairman. 

Calabrian is a corporation engaged in foreign trade. Since 1952, 2 
years before Public Law 480 was enacted, Calabrian did barter busi- 
ness with CCC. It has had many barter contracts, and has delivered 
to CCC strategic and nonstrategic items originating in various parts 
of the world, in return for which we have taken payments in surplus 
agricultural commodities which have been exported and sold. 

Mr. Poags. Is it an American corporation? 

Mr. Sverpuik. Yes, sir. It is a corporation incorporated in the 
State of New York with offices in Washington and in Europe, and in 
New York. 

Mr. Hoeven. What is the material that you sell? 

Mr. Sverpuik. The corporation generally deals in chemicals, in 
foodstuffs, and has minerals and ores as well. 

We feel that the policymaking officials of the Department of Agri- 
culture have been consistently and unjustifiedly hostile to the barter 
program. We do not question their good intentions; however, their 
conduct, in our opinion, indicates an unfortunate misunderstanding of 
the operation, and especially the potential of the barter program, and 
of the foreign trade practices. 

By a press release dated May 28, 1957, the Department of Agri- 
culture announced a so-called revision of the barter program. 

In practice, this so-called revision kills the program. We feel very 
strongly and affirmatively that an aggressive, well-implemented 
barter program increases net cash grain exports, that it creates addi- 
tional barter exports because of the barter program, that it strengthens 
the assets of the Commodity Credit Corporation to engage in barter 
transactions, and it also strengthens our foreign friendly alliances by 
encouraging trade with them, and_ strengthening their internal 
economies in that we purchase strategic materials from them and pay 
dollars for such materials. 

Mr. PoaGe. You just touched upon what confuses us. You are 
talking about barter transactions; you say it strengthens our allies 
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because we buy strategic materials from them and pay dollars. 
That is not barter in the sense that we understand barter to be. 

The way we country folks understand barter is trading this gavel 
for this ashtray, no money involved in barter. But you tell us one 
of the very principles is to put dollars in somebody’s hands? 

Mr. Sverpurk. Yes, sir. The way this barter program has 
operated is that it operates through the United States companies 
through normal trade channels, and it does not operate as a direct- 
barter government-to-government-type transaction. 

Mr. Poace. The barter is between you and the foreign trading 
corporation? 

Mr. Sverpuik. I think the word “exchange’”’ probably is more 
appropriate for it, because what we do is go out and purchase stra- 
tegic materials which Commodity Credit Corporation is agreeable 
to purchase. 

We buy by business contract with the supplier; we enter into a 
contract with Commodity Credit Corporation, which is an exchange 
contract, and it says that we are to deliver certain material, meeting 
certain specifications on a certain schedule, and we will take payments 
in surplus agricultural commodities. 

We then have various obligations imposed upon us by virtue of the 
contract with Commodity Credit Corporation to export the com- 
modities, to sell them not in unfriendly countries or behind the Iron 
Curtain, and not to sell them for United States appropriated funds, 
directly or indirectly, so that the United States Government is not 
working both ends of the transaction, not using foreign aid funds for 
the barter program itself. 

That is what we call barter. It is not true barter; all of the legis- 
lation so far as we can see, sir, uses the words “barter’’ or “exchange,” 
and | think possibly the word “exchange” of material might create 
less confusion. 

We are not in a position, so far as I know, to say why it operates 
this way. We suspect that the Government has found that direct 
barter is extremely difficult, rarely works efficiently. It is hard to 
work out initially. And, Mr. Chairman, I notice from reading an 
unofficial transcript of hearings before this committee at which Mr. 
Berger and Mr. Woodling testified, that | believe Mr. Woodling 
indicated that the Government has atte mpted only 3, or has comple ted 
only 3 direct barter transactions over a period of very many years. 

Our company is a small company relatively. We are not a giant in 
any sense. And we have had I believe 13 barter contracts of some 
substance, all of which have been comple hed except for 1 or 2 which 
are just being wound up now, without any difficulties insofar as 
inability to comply with the obligations of the contract. 

Direct barter is extremely difficult, and we also understand, sir, 
that the intent of this program is to operate through normal trade 
channels. There is a basic conflict here as we see it, between barter 
where it is a government-to-government project and originates, and 
has to be negotiated on a government-to-government basis and the 
strictly competitive business transactions such as we have been 
engaged in, and such as the barter contractors for the most part 
engage in. 

We know that this committee is very familiar with the executive 
and legislative mandates, including recent messages by the President 
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which since 1949 repeatedly authorized and directed—sometimes 
the wording is directed in the various laws and executive proclamations 
and presidential messages, indicating that the barter technique should 
be extended and implemented to help reduce the surpluses. 

The statement of Mr. Berger here states just short of $1 billion in 
surplus agricultural commodities have been exported under the barter 
program alone. 

Our contention is not only that that billion dollars is due directly 
to the barter program, but that the barter program directly and 
indirectly has facilitated additional exports through its momentum 
and through even more than momentum, as I hope I have an oppor- 
tunity to outline in a minute or two 

Yet, despite the Presidential and congressional mandates, frequent 
attempts to prescribe and limit the entire barter program have arisen. 

Back in 1954, I believe, the House Committee on Agriculture wrote 
a report prior to the enactment of Public Law 480 criticizing the 
policy of the Department of Agriculture in not fully implementing 
the legislation authorizing the extension and employment of the 
barter technique. 

In any event, within the Agricultural Department there has been 
opposition to the barter program at various times, and strangely, 
within the Agricultural Department, there also have been — 
inconsistencies in expressing barter policy. On October 30, 1956, 
Department of Agriculture official information sheet on barter natal: 

The barter program has been in operation since 1950, and has proved well 
suited to Government procurement. Administration policy is directed to the 
expansion of barter procurement. 

That was in October 1956. What happened after that? Since 
that date, the Department of Agriculture has sought rather strongly 
to discourage barter transactions. We do not know exactly why. 
Additional restrictions were placed upon barter transactions. The 
transactions were made harder to complete; additional contractual 
provisions were inserted in the standard form of barter contract 
which had been in use for years prior. 

Then in April 1957, the Department announced suspension of the 
entire barter program. Finally, May 28, 1957, a press release ap- 
peared—so far as we know it is the only official notice any of us has 
ever received—announcing a new so- called revised barter program, 
and it is that revised barter program which we feel from our experience 
makes barter completely inactive and ineffective. 

Mr. Chairman, I have a memorandum on the advantages of barter, 
and I am sure this has come to the attention of the committee many 
times, and with your permission I would like to go through the ad- 
vantages in summary form, so that I may come to an analysis of this 
so-called revised program which we feel is an imperative item in our 
presentation here. 

Mr. Poace. We will be glad to have you do so. 

Mr. Sverpiik. First, the replacement of expensive-to-store, de- 
teriorating surplus commodities with inexpensive-to-store nondeteri- 
orating materials saves substantial moneys. 

According to official Department of Agriculture reports, the total 
storage cost for 1 month, based on the December 1956 inventories, was 
$28,968,649, almost $1 million per day. 
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Secondly, barter as we know it in our company and in some of our 
competitors, has strengthened many small businesses who have set 
up barter departments and have found it possible to operate under 
existing legislation, and until this revision came about. 

Thirdly, barter has increased exports from our surplus. 

Fourthly, the program has admirably suited stockpiling require- 
ments by permitting use of surplus commodities rather than dollars to 
acquire stockpile material. 

Fifthly, the Department of Defense has directly benefited from the 
barter transactions, like the recent French military housing program. 

Sixthly, barter purchases for stockpiling or for CCC assets have 
frequently resulted, because of Government practice to purchase at 
prices below market price, which is the case, in increased assets to 
CCC, because on occasion during storage of the materials purchased, 
the materials have risen in value. 

Seventh, the purchase of strategic materials has benefited friendly 
foreign countries by strengthening their internal industrial and 
financial structures, particularly where the United States otherwise 
has supported these foreign countries by grants or other foreign aid 
techniques. 

Kighth, the United States domestic mineral and mining industries 
have substantially benefited from the barter program, to such extent 
that as included in the Congressional Record of May 18, 1957, a 
meeting of the western governors in April 1957 resolved that the barter 
program “‘be continued and expanded.” 

And finally, American labor has benefited through additional work 
by processing foreign ores imported into this country, in accordance 
with barter transactions, whereby the ore being brought in is processed 
and then is delivered to CCC under the contract. 

Now, with respect to the May 28, 1957, press release outlining the 
revised program, from our experience we believe these new rules are 
wholly impracticable and unworkable. The release states that the 
principal concern of the Department is “‘possibility’’ and I quote the 
word “possibility” that “some,” and ‘some’ is the word used in the 
press release, of the barter sales have merely replaced dollar sales, with 
no net export gain to the United States or to the surplus. 

Mr. Poage. Isn’t that true? 

Mr. SverDLIK. No, sir. We have no reason to believe that it is 
true that barter has merely replaced dollar sales at all. 

Mr. Davenport points out to me that at the Senate committee 
hearings, and I believe possibly at these hearings, although I do not 
know who is in the room at the present time from among grain com- 
panies, but I understand that the grain business itself was extremely 
well represented at the Senate committee hearings, and may be 
represented here, and indicated from their experience that there is a 
serious question whether or not cash sales are actually decreased by 
the barter business. 

We have no reason to believe, nor from reading anything that the 
Department of Agriculture has put out can we “find anything con- 
clusive or even strongly tending to any such conclusion. 

We think arguments can be made from statistics as easily to prove 
either side of this position. We know that the Department of Agri- 
culture feels very strongly according to Mr. Berger’s testimony. 
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Yet even Mr. Berger’s press release talks only about the “‘possibility”’ 
that ‘some’ contracts may have displaced cash sales. 

If there was any authoritative or definitive evidence of this, we 
expect it would have been clearly presented to the Senate committee 
or to this committee. 

Mr. Berger stated at the Senate committee hearings, I believe, last 
week, sir—I was present as a spectator there—upon being questioned 
by Senator Humphrey, that there was no written survey which the 
Department had, as a basis for this revised program. 

In the press release there is a statement that a study had been 
made, and based upon that study the revised rules came out. We 
had asked for a copy of this survey; we were unable to get it. At these 
hearings, Senator Humphrey asked Mr. Berger if there was such a 
survey. My memory—and I am relying upon my memory—is that 
he testified that there was no such written paper, but that conferences 
had been held on various levels within the Department of Agriculture; 
that the results were not reduced to writing; that it was on the basis 
of these oral conferences that this revised program was announced. 

We submit that it is incredible that based upon the “‘possibility’’ 
that ‘‘some’’ cash sales may have been displaced, that the entire barter 
program has been thrown out of the window for all practical purposes. 

We do not claim that never has a cash sale been displaced by a 
barter sale. I am sure that there have been many cases on an indi- 
vidual basis where a specific sale might have been made by anAmerican 
exporter where it is otherwise done by an American exporter through 
barter grain rather than grain which had been purchased for cash 
either from CCC or on the free market here. 

Undoubtedly some such illustrations occur. I invite your atten- 
tion to the fact that during the Senate committee hearings upon the 
subject of title I and title 11, under Public Law 480, when they were 
under discussion, those referring to foreign currency sales of grain and 
donations of grain, Assistant Secretary of Agriculture Butz testified 
and he stated upon being questioned by one of the Senators that it 
was quite possible and even probable, as I remember his testimony, 
that a cash sale now and then would occasionally be displaced by a 
local currency sale or by a donation; but that this was no reason 
obviously, to draw the conclusion that the program was no good. 
We say such reasoning is at least applicable here, because the barter 
program is one which has affirmative benefits to the United States 
Government, and to the Department of Agriculture. 

It benefits in so many ways that we feel that the same argument 
which Assistant Secretary Butz made with respect to title I and title 
II, is far more strongly applicable to the barter program. 

Here we are taking grain out, and we pay for the grain with stra- 
tegic materials which hold their value, which sometimes increase in 
value, and we save Commodity Credit Corporation additional storage 
and deteriorating costs, and, of course, there are various additional 
advantages which were listed a few minutes ago, and which are con- 
tained in our memorandum. 

Our answer basically to the question, does barter replace cash sales, 
is that as a general statement we say it does not have that gener al 
effect. The overall effect is not to displace cash sales. The overall 
effect is to strengthen our net exports. We support our position from 
figures of the Department of Agriculture concerning cash sales and 
barter sales. 
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Cash sales for export have increased from $262 million in fiscal year 

954, to $497 million in fiscal year 1955, to $526 million in fiscal 1956, 
a to $936 million in the first half of fiscal year 1957 alone. That 
shows a very, very steep rise, a rise rather steep up to last year, and 
then it jumped even higher. 

Mr. Poace. Did you mean $936 million for fiscal year 1957 or for 
the first half; you said for the first half, you meant at the rate of that? 

Mr. Sverpuik. I meant for the first half. 

Mr. Poacr. You mean at the rate of one billion six hundred million 
a year? At that rate? 

Mr. Sverpiik. Yes, sir. Those are statistics published by the 
Department. Barter sales rose as follows during that same period. 

Barter exports rose from 37 million in fiscal year 1954, to 122 million 
in fiscal year 1955. To 298 million in fiscal year 1956, and to 201 
million for the first half of fiscal year 1957. This shows a substantial 
rise on both sides. The market expanded in agricultural exports. 
There is competition in all directions for the world market, and it is 
an expanding market. There is no reason to conclude from these 
various figures that cash sales are suffering from the barter program. 

Cash sales are rising and barter sales are rising. We say there is 
more reason to believe that the barter program has helped cash sales. 

We also respectfully say that the people in the grain export industry, 
and we, Calabrian, are not grain merchants, are the ones who it 
seems to us are the best authorities on this subject. We are somewhat 
skeptical about the authorities in the Department of Agriculture. 
We don’t know who they are. All we know is the conclusion. 

Mr. Chairman, as you may recall, we note from reading the testi- 
mony of Mr. Berger, representing the Department, he frequently says 
well I am not a police: ymaker in the Department of Agriculture. Well 
we wonder who is making policy and what is the basis for this policy. 
We don’t see it. We deal with the Barter and Stockpiling Division; 
we have dealt with them over many years, and we have had 13 
contracts. 

We know we have delivered on time on every single contract. We 
feel that we can call on them and they can call on us. 

All we know is that a new set of rules have been laid down which 
are unworkable. We see no reason for it. 

Mr. Berger testified, and I made an extract of his testimony, before 
this committee on July 1, 1957 
there are still a lot of people that do not agree with me personally that this has 
replaced as much of the cash sales as seemingly in my opinion it has. 

We are rather curious, although I realize it is not the function of 
this committee or of our status here—we are curious to know what 
the division is in the Department of Agriculture, and who is on which 
side, and where are the statisticians and the economists, and where 
are the people with experience in grain export work. 

Mr. Hermpuracer. Before you leave this subject, how does the 
Department distinguish between cash exports of grain and sales under 
the barter program? Are the actual export sales whie h are made part 
of a so-called barter deal and cash exports the same? 

Mr. Sverpurk. We sell it either directly or through a grain company 
for cash. But the grain is deemed barter grain. And so the grain is 
generally characterized as barter exports ‘rather than cash exports. 
The Department treats as cash exports grain which has been purchased 
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other than under a barter contract, either from CCC or from the free 
market in the United States. 

Mr. HeimpBurcer. So although the export operation itself is exactly 
the same, you tell me that in compiling these statistics the Depart- 
ment does earmark grain which has been traded through you under a 
barter contract, and sets it aside in statistics as distinguished from the 
cash transaction? 

Mr. SverpDuik. Yes, sir. 

Mr. Hermpurcer. Let me see if | understand how a barter deal 
works. Is this the way it is? Do you find some place in the world 
some material which the Department of Agriculture is authorized to 
buy under its barter program, you determine you can make a deal for 
this material, and then you go to the Department and say: ‘“‘We can 
get X thousand tons of this material that you are authorized to buy 
over in Cambodia, and we would like to make a deal on this material 
with you.”’ And we will take wheat in exchange for this. 

Then you arrive at a mutually satisfactory price for the material 
and complete the deal, so the Commodity Credit Corporation releases 
to you an equivalent amount of wheat which you can draw on and 
turn over to your agents, if you do not do the grain selling yourself, 
to be sold on the world market as cash wheat; is that correct? 

Mr. Sverpuik. That is not a completely accurate statement of the 
way our contracts work. 

Mr. HemsBurcer. I want to get it accurately. That is why I was 
running through it. Will you straighten me out? 

Mr. Sverpuik. Yes, sir; it is inaccurate only to the extent that we 
do not designate the commodity which we are receiving at the time 
of entering into the contract with CCC. We cannot do that. It 
seems to be a matter within the grain export business which is 
impossible of achievement. 

Our contract with CCC names the strategic item. It names the 
price at which the strategic exchange material is being delivered to 
the Government. It does not specify the agricultural commodity 
which we are to take in exchange. 

We arrange to take agricultural commodities after the contract has 
been signed from a store of commodities available by CCC. 

Mr. Hermmpurcer. Who makes the election as to what commodities 
are taken? 

Mr. Sverpuik. We make the election within the framework of the 
provisions of the contract, which contain certain exclusions and certain 
inclusions. 

Mr. HermpurGer. Certain named commodities? 

Mr. Sverpuik. Yes. 

Mr. Poace. Why do they have a contract with you at all? Why 
should not the Government every Monday morning post a list and 
say, ‘Every Monday morning we will accept so many tons of copper, 
and we will accept this thing or the other at this price,” and post 
another list and say, “We will deliver wheat, cottonseed oil at these 
prices’’? 

And let them, anybody who wants to come in and unload a ton of 
tin, say, “I will take so many bushels of wheat at posted prices.’ 
Ww hy do they have to have a contract; why couldn’t we make a public 
offering to everybody? 

Mr. Sverpuik. What they actually do is not too far from what 
you are describing, but the Government takes certain additional 
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advantages here. They do not say what they want to pay for the 
strategic item. 

We negotiate with them and they chop us down for months before 
we make a deal. They get competitive bids for the strategic items. 
That is a rather hotly fought business. 

The Government announces directly or indirectly through ODM or 
through the Department of Agriculture that maybe they are interested 
in manganese, and everybody goes scouting around for ferromanganese 
and then the bidding starts at what we will sell it to the Government, 
and the lowest bidder gets the business, and the Government so far 
as we are concerned always pays substantially below world market 
price for the material. 

So that I think it might not be in the interest of the Government 
to do it possibly in that other direction. 

Mr. Poaae. I think you have answered the question. 

Mr. Sverpurk. So far as the grain goes, sir, I believe that the 
CCC—although I am not a grain man, I| believe they do list the 
grain that is available, and so far as anybody who wants grain is 
concerned the Government will be very happy to sell it to them. 
However, with respect to the question, Mr. Chairman, about why 
barter contracts may not be necessary, maybe in some cases they are 
not necessary. Maybe in some cases where a grain company itself 
is willing to do both ends of the business, the grain company can do it. 
And so the company that handles the grain itself may handle the 
barter, the strategic material. But many companies don’t want the 
responsibility and legal work doing it. 

Mr. Coghandro, who is the president of our corporation, has 
made innumerable trips around the world as an agent for the barter 
program, as the result of which we obtained our contracts. Because 
of his selling ability we have obtained material which for a small 
company we have been able to sell, and I say this with a small amount 
of pride, and possibly because we have been competing against some 
of the bigger companies. 

Mr. Davenport does a lot of traveling. They go around and 
they locate the material, and they get options on this material and 
they bid through to the Government. 

We are competing with other companies. We had occasion to 
obtain a ferrochrome contract with the CCC in which Union Carbide 
basically supplied the ferrochrome. Union Carbide undoubtedly 
does not need our company, vet it was convenient and useful to all 
concerned to do it that way. 

It seems to work—it seems to suit everybody—and we submit that 
it suits the United States and the Department of Agriculture has 
done very well to use this technique to dispose of surplus agricultural 
commodities. It works; the contract was delivered; the surplus 
materials were exported. 

It is a technique which possibly is not a wise, long-range program 
for the United States Government. Thet may be; we are hesitant 
to express an opinion upon whether this type of business is something 
that should be a permanent part of the economy of this country. 
But so far as a workable and extremely efficient technique which has 
many advantages, while there is a $7 billion surplus we say it is 
unbeatable, and the results show it. We dispute any claim that it 
merely is displacing cash sales, 
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Mr. Poace. We do not want to take too long on your statement. 
There are several other people. You have not reached the point yet 
why it is unworkable. 

We understand that they cut off the interest arrangement. That 
makes it less attractive, but why is it unworkable? 

Mr. Sverpuik. May I revert to the statement about interest, sir? 

Mr. Poage. Yes; I should not say “‘interest.’’ I mean free carry- 
ing charges where there was not any interest transaction in which you 
had the use of the Government credit. 

Mr. Sverpuik. Our position on the interest aspect is this: Some 
of the contracts run 1 year, 2 years; some run more. The average 
does not exceed 2 years, and sometimes less. 

During the period in which the contract runs, we are required to 
deliver the strategic item generally upon an equalized delivery scale. 
Delivering 100 tons, we might deliver 25 tons every 3 months. 

This interest factor, which has been a subject of considerable dis- 
cussion, is one which arises where we are in a position to take from 
CCC the agricultural commodities before we have delivered all of the 
strategic materials, sell them and get the money, and use the money. 

The Department of Agriculture can hardly claim, sir, that this is 
something they discovered in October or November. 

This is a factor which has gone into the negotiating of every single 
barter contract we have ever had. The Government comes in and 
buys the strategic material at below market cost. 

The Government, particularly with respect to wheat, requires the 
barter contractor to pay CCC more than the competitive world price 
on wheat. They have consistently done that. 

We are operating in a tightly competitive field, where if we seek to 
make a fortune on any one of these factors the fellow next door is 
going to underprice us, and we do not get the contract. 

This sudden concern is something that does not make sense to us 
from a long-range standpoint. If this business is good for the Govern- 
ment, it has to be evaluated based on every factor that is involved, 
and interest is one factor. 

This is no windfall, and it is no million-dollar business. Our books, 
and I say this for the record, for our company, sir, are open to inspec- 
tion by this committee or any Government agency at any time for the 
purpose of looking into the operation of this so-called interest factor. 

What actually happens on interest is this, we deliver the strategic 
material over the period of the contract, so we do not have the use of 
the money for the full period of the contract, as I think some persons 
may have conveyed. For example, if you deliver in equal monthly 
installments whatever our interest, it is cut in half because we only 
have the money for half the time. In addition we are required to 
put up a full letter of credit immediately upon taking the grain, and 
to pay for that letter of credit. 

That all follows a competitive negotiated contract with CCC, who 
negotiate with their eyes open. 

We know them in the barter division. We like them; but they have 
never given anything away. I say again our books are open to see 
whether or not there is any so-called great windfall here. 

Mr. Poace. I am not claiming fraud. It is just a question of 
policy, whether it is sound or not; whether it is good. Presumably 
the Government gets cheaper price on the market by giving it. 
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Some of these people have tried to say that the Government is not 
getting enough below the market price to justify that interest con- 
cession, so they say, “we won’t give you that interest concession.’ 
Obviously, that will raise the price. I do not think anybody is foolish 
enough to think that you are going to continue to sell at the same 
price and pay an extra year’s interest and still sell at the same price, 
because that is a part of your cost just es the cost of the raw material is. 

I think we understand that. It is not a question of charging you 
with any fraud or anything; just a question of how it has been done. 
How does the Government come out on this? You say you cannot 
understand “this sudden concern about interest.”’ 

You have been reading the newspapers and you have been reading 
something about what has been happening to interest rates on Govern- 
ment securities. Of course, when the Government gets to reflecting 
these high interest rates in its own offerings, why then, there is a great 
deal more concern on the part of Government people about interest 
than there was when the Government was selling Government paper 
at a low rate. 

But when the Government is offering longtime securities for 4 
percent, as I understand they are going to do next month, then 
everybody gets excited. That is all that has happened. 

It would be perfectly natural—it seems to me that it would be the 
thing that would happen in any transaction. That is not charging 
you with any fraud. I am not suggesting that anybody is guilty of 
any sharp practice. I think you are using sound business practice. 
If you can save $10,000 on interest that is $10,000 less cost. 

it seems to me that it is just a cost, just the same as shipping and 
buying costs of your raw material. But it is a cost when the Govern- 
ment says, ‘‘We are not going to pay this cost.’”’ Obviously it will 
change the price you are going to charge. Maybe it was not smart. 
Maybe the Government could, ‘by giving you $10,000 worth of interest, 
maybe the Government would get a thousand-dollars concession in 
price. 

If it cannot, if we don’t get but $8,000, we are making a bad trade. 
If vou get a $10,000 concession we are making a good trade. It seems 
to me that is all it comes to. 

Mr. Sverpuik. I would say I agree with that, sir. 

Mr. Poagce. But I want to know why it affects you so vitally. As 
I see it—maybe I am wrong on that—but as I see it, the big thing 
is this change, but why does it break up this barter trade? You say 
it breaks it up. Why does it break it up? Why don’t you think 
you can charge that much more for your commodity, and why do not 
your competitors do that? 

Obviously, you cannot unless he does. 

Mr. Sverpuik. I would not say that this is the only or the most 
vital. 

Mr. Poacs. What is the most vital thing? That is what we are 
trying to get to. What is vital? 

Mr. SverD.uik. In all probability the most vital thing is the demand 
that we as the barter contractor convince the CCC that before they 
enter into a contract with us, that the effect of that contract will be 
to increase net exports of the United States Government for agri- 
cultural commodities. 
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Mr. Poaas. The law says they have to have that, the law says 
that is what they have to do. 

Mr. Sverpuik. Sir, I don’t know of any law which has any such 
requirement. 

Mr. Poags. It says they can’t if it replaces a normal transaction. 
If it does not replace a normal transaction then how can it increase 
exports? 

Mr. Sverpuik. | don’t know of any law with respect to the barter 
program which indicates any requirement of satisfying any Govern- 
ment agency that this is in excess of cash sales. But our position is 
not that this is improper. All we are saying is that the Department 
of Agriculture apparently has devoted itself to this problem, and they 
cannot come up with any conclusive result. 

They talk about possibilities of some barter sales may have dis- 
placed cash sales. But they say in their directive, in their press 
release program, that we must satisfy them in advance that net sales 
for this year or next year will be increased. 

Mr. Poacr. What you are complaining about—— 

Mr. Sverp.ik. It is not possible to do so. 

Mr. Poagce. Rather, is the impossibility of complying. 

Mr. Sverpurk. That is right, sir. That is right, and we say that 
the barter program has increased cash sales and accounts for additional 
barter sales. 

Of course, all of the statistics would seem to bear that out, because 
barter has been growing and cash sales have been growing, both 
substantially, and we say that the impetus of the barter program has 
helped the cash sales, and we say it has done it in many ways, among 
others, by increasing the number of interested participating companies. 
Barter contractors are forced into a long position in the grain market 
as soon as the contract is signed, and they must dispose of the grain 
also we feel, although I must say again we are not grain experts, but 
we have been living on the sidelines of this grain business, and it 
seems to us it permits the grain exporter with Darter grain to go out 
and bid on a large foreign tender where cash grain is mixed with 
barter grain and the barter grain discount is used to help sell the cash 
grain as well. 

The grain exporter can then sell large quantities to a foreign country, 
for example, a 10-cargo tender. But the way those statistics aig 
up at the end of the year might be, for example, 2 cargoes barter, 
cargoes cash. 

And the Department of Agriculture can say, ‘Well, look, we don’t 
need the barter, if we didn’t have those 2 cargoes it would have been 
10 cash.”’ 

We say that is the wrong conclusion to be drawn. The barter grain 
helped sell the cash grain. Since the barter program has been in 
operation, cash sales have been booming. We don’t say that the 
barter program is 100 percent responsible. 

We say it has contributed substantially in many ways to this. 

Mr. McIntire. Might I inquire as to one measure of the impor- 
tance of theb arter activities? Is it appropriate to measure that in 
relation to where the 10 transactions occur? For instance, if the 
major portion of the barter transaction—one bag of grain—goes into 
areas where dollars are available for cash or contract, or shows up 
where that type of exchange situation is not so fluid, would not that 
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be a measure of the effectiveness of the barter in increasing the sales? 
Tell me, is it true that the bulk of the transactions wind up in areas 
where the exchange situation is about as easy as any place in the 
world? 

Mr. Sverpuik. By definition, barter grain can only be sold in areas 
in effect which are not areas where local currency transactions are 
occurring through title I transactions, or where donations are occur- 
ring, for many reasons, or where ICA transactions in grain are 
occurring. 

By our contract we may not use any of these, any Government 
funds in selling the barter grain. The parts of the world which are 
receiving title I and title Il support are areas in which there are no 
dollars or relatively few dollars available to purchase grain. Further- 
more, we have had this experience, and if the committee were to ask 
us for further detail possibly it should be in executive session or off 
the record. We can disclose letters from potential business purchasers 
in foreign countries in which they say why should we allocate our 
dollars for barter grain when we are getting it under title I for local 
currency or under title II. Each of these programs has various 
complex purposes behind it. We are not speaking in opposition to 
title I or title II, but we do point to the complexities and inconsisten- 
cies of the situation. 

We cannot use areas in which United States Government funds are 
substantially supporting the economy. We are in effect pushed into 
the areas to some extent, in which there are some dollars available, 
although barter grain is often sold for foreign exchange as well as for 
dollars. 

1 wish to go even further than that. It does not mean that we are 
displacing cash sales. Quite the reverse. These areas, even if we 
take the areas like the United Kingdom or Germany or Holland or 
Luxembourg or Belgium, which are the areas in question here, it is 
true that they get a lot of the barter grain. They get it because in 
the international competitive market we are able to sell American 
rather than Canadian or Australian grain. Barter may displace 
some foreign cash sales but rarely United States cash grain. 

There is a lot that can be said about all of these arguments. But 
there is no reason that I know of, nor have we been able to find any 
proof from the Department of Agriculture, that any sales of barter 
grains to any countries, including the group which I mentioned, 
displaced cash sales, no evidence at all. On the contr: ary, Mr. Chair- 
man, if you will permit me, I would like to revert to some statistical 
tables which the Department of Agriculture submitted, and which 
are the only tables to our knowledge which were submitted in their 
discussions with the Senate Agricultural Committee, and | believe 
these are the tables which Mr. Berger referred to in testifying before 
this committee on July 1, where I notice in the record he said he had 
some tables, but he didn’t have enough copies, or made some such 
reference. 

I am sure, Mr. Chairman, you will recall what | am referring to. 
I have Mr. Berger’s statement before me. To the extent possible, 
we tried to analyze the tables which he submitted. One of them sup- 
posedly shows that a larger percentage of barter grain has gone to 
areas like the United Kingdom, Netherlands, Belgium, and West 
Germany than elsewhere. 
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There is no question that a large amount of barter grain has gone 
to these areas. In the second table it is apparently indicated that 
these are countries with substantial balances of favorable balances of 
trade in dollars, and therefore they had dollars. 

It would seems to follow according to the Department of Agriculture 
that since these are countries which have dollar balances, therefore, 
you don’t need barter there. The Department of Agriculture seems 
to argue that as the dollar balances go up they will buy more cash 
grain and you don’t need any incentive from barter. 

May I bring to your attention what can be done with some of these 
statistics, and what these statistics actually show? 

The basic argument here which is made apparently by these tables 
is that availability of foreign exchange reserves makes that country 
so-called easy market for the sale of grain for cash, and therefore you 
do not need barter. 

The United Kingdom foreign exchange holdings increased between 
1952 and 1954 by 35 percent. These figures come from the Inter- 
national Monetary Fund, and I believe these are the figures essentially 
cited by Mr. Berger here. 

From 1952 to 1954, the United Kingdom dollar availability in- 
creased. It then decreased between 1954 and 1956, by 12 percent, 
so that it went up and then went down. Now, according to CCC 
argument, the increase in foreign holdings should have led to in- 
creased cash sales. 

Since in that period from 1952 to 1954, there was little barter busi- 
ness—as a matter of fact little or no barter business occurred before 
1954—barter could not have displaced any cash sales during that 
period. Nevertheless, sales of United States wheat to the United 
Kingdom fell from 1952 to 1954. They decreased 35 percent. I cite 
these figures because they are diametrically contrary to the position 
taken by the Department of Agriculture based upon their own figures. 
The facts show that United States wheat exports to the United King- 
dom declined while dollar balances were rising. 

Mr. Poaar. Wasn’t that exactly the reason that the dollar balances 
went up, because they cut off buying American commodities and did 
buy from Australia or some other sterling source? Was not that 
exactly the reason that the dollar balance went up? 

Mr. Sverpiik. I would not deny it. This matter of international 
trade balances is complex, I don’t pretend to understand, but this is 
precisely the important point. Simple statistics prove nothing in this 
field without thorough analysis. 

There are millions of considerations that we feel go into it. That 
is the very point that I would like to use. We point out that barter 
transactions have permitted our surplus agricultural commodities to 
be sold against that type of competition. I don’t know if we are sup- 
posed to worry here about the United Kingdom’s problem with respect 
to their own dollar balances. There was no barter going on at that 
time, their cash balances were going up, yet their purchases of wheat 
dropped; conversely, the next 2 years their balances went down, but 
the sales of United States Wheat to the United Kingdom went up. 
I am not saying we can draw any absolute conclusion from these 
figures, but I bring it to your attention, Mr. Chairman, because | 
think this exposes the dangers of accepting a simple table like this and 
this is the table which has been submitted to buttress this revision of 
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the barter program. It just does not make sense to us. We don’t 
know and do not pretend to understand these complexities, but we 
say we are familiar with the competitive grain export problem. The 
statistics would seem to indicate that barter helped sell United States 
wheat to the United Kingdom despite decreasing cash balances. 

We suggest to you, sir, “that the grain people are the ones who pos- 
sibly can give all of the proper information concerning this. It seems 
to us that the problem is one for the grain exporters who know what 
they are doing, know to whom they are selling, and know what the 
competition is. 

Mr. Poags. Mr. Simpson wants to ask you a question. 

Mr. Simpson. | would like to ask the witness why the United King- 
dom buys wheat from the United States when they can get it from 
Canada. 

Mr. Sverpiik. I don’t feel, sir, that I am in a position to answer 
that. If I had to answer it, I would say because they could get it at 
a good price and it suited their purposes pricewise. That is the only 
answer I can think of, sir. 

Mr. Stmpson. It looks to me like they would favor Canada every 
place in the road. 

Mr. Sverpiik. Pardon? 

Mr. Stmpson. It seems to me like they would favor Canada every 
place in the road. It would be natural for them to do it. 

I have another question. I would like to ask the witness if he will 
tell this committee, if he is permitted—Do you represent a private 
company or an individual company, or a corporation? 

Mr. SverpDuik. A corporation. 

Mr. Stmpson. And the corporation, of course, is incorporated? 

Mr. SVERDLIK. Yes. 

Mr. Stmpson. What is their capital stock? 

Mr. SverpDiik. May I say, sir, that I would be glad to answer this 
question. I would prefer to answer it not in a public session. I will 
be glad to give all of this information to the committee. 

Mr. Simpson. Wherever they are incorporated it is a matter of 
public property. 

Mr. Sverpiik. The reason I say this, that the corporation was 
incorporated about 11 or 12 years ago, I don’t remember what the 
initial capitalization is, but I know that the capitalization has changed 
substantially, because in the course of operations capital does ¢ hange i in 
the operations of the corporation, so the records would not disclose. 

Mr. Simpson. Whatever state it was capitalized in will show it. 

Mr. Sverpiik. We will be happy to furnish it, sir. 

Mr. Simpson. Then, in that case, it does evidently take substantial 
capital to take over a year or 2-year deal on wheat or any commodity 
that you deal in, does it not? 

Mr. SvERDLIK. Yes, sir. 

Mr. Simpson. It seems that it is bound to. 

Mr. SverDLIk. It does require substantial capital. 

Mr. Simpson. If you make a trade with this country, and you tie 
up a certain amount of capital, we will say $10 million, you tie it up 
for a year and a half to 2 years; either your company has to go out 
and borrow that money or have it on hand in their treasury or they 
are interested in using the Government’s money not to pay any 
interest. 
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Mr. Sverpuik. That is right, sir. 

Mr. Stmpson. That is all. 

Mr. Poacr. Do you have something further to say? We do not 
want to cut you off, but we have taken an hour and 10 minutes now. 
We only have 50 minutes left for the other witnesses. 

Mr. Sverpuik. May | consult with Mr. Davenport, please? 

Mr. Poace. Yes. 

Mr. SverDuik. May I say, sir, with reference to the question asked 
a moment ago, I do not intend to repeat, to waste the committee’s 
time repeating myself, but I did want to point out to you that this 
item of interest is a factor which enters into all of the negotiations 
with CCC and it affects the purchase price. 

Mr. Simpson. It would be a very decided factor to me, because if 
you had a $5 million sale and you did not have $5 million cash in your 
treasury to handle it, you would have to go out and borrow it and 
pay interest on it, or if you can get it from the United States Govern- 
ment on the Government surpluses, you do not have to pay any 
interest. In other words, I started to say jockeying, but I won’t, but 
you are moving United States Government stock against the stock 
from another company, and you are the go-between. 

Mr. Sverpuik. Well, sir, it is true that as you point out that 
capital is required, that money must be used, that either money is had 
or borrowed or some use may be made of the Government money. 
There is no question about that. 

We put up a letter of credit with CCC before we may withdraw any 
agricultural commodities. 

Mr. Stmpson. That letter of credit means that you have that much 
cash in the bank, or the borrowing capacity? 

Mr. Sverpuik. Yes, sir. 

Mr. Simpson. That is the reason I wanted to know what the capital 
stock was. 

Mr. Sverpuik. I will be glad to furnish that. 

Mr. Simpson. The other question I believe I understood you to 
say to that, that you thought this surplus disposal program was a 
fine thing. 

Mr. Svzrpuik. Yes, sir. 

Mr. Stimpson. According to the testimony before this committee 
from the Agricultural Department it will take them 9 years to get 
rid of these surpluses. 

Mr. Sverpuik. Sir, I think, I remember reading in the transcript 
a reference to 9 years. I think, if my memory serves me correctly, 
that shortly after that a man from the Department of Agriculture, | 
believe Mr. loanes, made some comments indicating there were some 
qualifications to that. Our feeling is that without substantial 
implementation of this, of the program of disposing of surplus agri- 
cultural commodities, and we feel very strongly that the potential for 
barter is immense, we cannot say how long it would take. 

But I don’t think that the statement was made, sir, as I recall it, 
from the record that this 9-year period is related to the barter program. 
I think it was a reference to someone’s estimate. 

Mr. Simpson. It was given before this committee or the full com- 
mittee on the extension of Public Law 480 from people from the 
Department of Agriculture, testified that at the rate we are going it 
would take 9 years to dispose of the agricultural surpluses. How old 
is your company? 
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Mr. Sverpuik. How old is it? I believe about 10 or 12 years. 

Mr. Simpson. What did you do before Public Law 480 came into 
existence? 

Mr. Sverpuik. We were doing barter business before Public Law 
480, sir. 

Mr. Simpson. In foreign exchange? 

Mr. Sverpuik. Yes, sir. Actually we did barter business before 
Public Law 480, because barter was in effect since 1949. 

Mr. Stmpson. That is all. 

Mr. Poace. Thank you very much. You have a statement that 
we have put in the record. We are very much obliged to you for 
your statement; but we do have several other witnesses here who want 
to be heard this morning, and we want to try to give all a chance to 
be heard. We will have to ask you to confine your statement to 
what you think is wrong with the new regulations, because if we keep 
on going as we have here through no fault of the witness, we will not 
have time. 

Mr. Davenport. I received a telephone call a few minutes ago from 
Mr. Charles Crofton. He was supposed to testify this morning. It 
seems like they are having some bad weather in New York, and so he 
would like permission, sir, to submit to this committee, a written 
report, which shall be entered into the record. 

Mr. Poace. Without objection we will be glad to receive that. 

(The statement referred to is as follows:) 


CROFTON GRAIN Co., 
New York, N. Y., July 25, 1957. 
Hon. W. R. Poaas, 
House of Representatives, Washington, D. C. 


DEAR CONGRESSMAN Poace: I am very sorry I was unable to attend the 
hearing held on July 23, which you were kind enough to grant to myself and 
others in connection with the new barter restrictions imposed by the Department 
of Agriculture. 

I have spent my entire career, namely 45 years, in the grain business, 22 years 
of which were spent in the grain-export business. I served 6 terms as president 
of the New York Produce Exchange, which is the largest grain-export exchange 
in the world. 

I wish to point out to you that, according to Mr. Berzer’s own statement, 
barter business, beginning in the fall of 1954 and up to the time of the new restric- 
tions, totaled $978 million. Converting these dollars into bushels of grain would 
mean a saving in storage costs of close to $100 million. This, of course, is without 
taking into consideration the saving of interest and the deterioration which could 
have taken place in the grain, had it not been moved under barter contracts. 

The Department of Agriculture also stresses the point that delivery of materials 
in exchange for agricultural commodities allows the grain exporter to earn interest 
for 2 years, since they state that most of the barter contracts are for delivery over 
a 2-year period. May I point out to you that most of the barter contracts were 
not made for a deilvery period of 2 years. Contracts for such as lead and zine 
were made for delivery within 3 months, and in the case of diamonds the delivery 
period was less than 3 months. As a matter of fact, if a contract ran over 18 
months it was the exception, not the rule. Most contracts had scheduled de- 
liveries, usually monthly or quarterly. Also, a time lapse had to take place for 
the disposition of grains. This period could be anywhere from 3 to 6 months, or 
longer, depending on the size of the contract. Therefore, assuming that there 
was a contract with an 18-month delivery period, first of all you would have to 
deduct time elapsed for disposition of grains and receiving money in payment of 
the grains, which, let us say, could be 6 months. Thus, from a period of 18 
months there would be an effective ‘interest’? period of 12 months. Since the 
strategic material would be arriving periodically, the 12 months would be cut in 
half, giving an effective interest period of 6 months, not 2 years as indicated by 
Commodity Credit Corporation. Taking into consideration one factor alone 
that the Department of Agriculture normally purchases strategic materials below 
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market prices, it can be seen that this interest factor is certainly not a windfall 
as CCC indicates, but is a factor which is taken into consideration in the final 
negotiation of price, between CCC and the contractor. It is easy to see that in 
many contracts, such as zine, lead, and diamonds, the contractor not only had 
not received interest, he had to pay interest. 

In this connection I would like to point out that under a barter contract the 
grain exporter, who assumes responsibility of exporting the grain in exchange for 
the strategic material, must buy this grain from the Commodity Credit Corpora- 
tion, whose prices in many cases were consistently above the cost of wheat which 
could be bought in the free market, sometimes to the extent of 10 cents per 
bushel, which is equal to $3 per ton on a cargo of 9,500 tons of wheat. In other 
words the exporter would be paying about $28,000 more for CCC wheat than wheat 
which could be bought in the open market. This, I am sure, more than offsets 
the one-half year interest on a cargo of wheat with a value of about $500,000, 
and using the prime rate as a basis, the 2-percent interest would amount to about 
$10,000; so, again I say there is definitely no windfall in this interest question, as 
expressed by the Department, but is simply a sales talk to those who are not 
familiar with the grain business and anxious to put an obstacle in the way of 
barter business. 

The Department also keeps stressing the point that barter sales are displacing 
dollar sales. I am sure that the Department of Agriculture cannot substantiate 
this statement with figures, as the grain-export trade, themselves, cannot be sure 
that they have been displacing some dollar sales. In this connection grain ex- 
porters many times sell in foreign currency and convert the foreign curreney into 
dollars, and the Department of Agriculture is certainly not aware of how many 
times this has been done by the grain exporters. Under the new restrictions the 
barter contractor is supposed to satisfy the CCC that a proposed contract will 
mean a net increase in United States exports of agricultural commodities. How 
can it be possible to say that you are increasing the exports of agricultural com- 
modities until the year is completed, such as this past year where exports of wheat 
up to July 1 amounted to 530 million bushels? Furthermore, according to the 
list of countries where you are allowed to sell grain against barter contracts, this 
restriction is ridiculous because the Department of Agriculture has practically 
picked out countries who are very small consumers of wheat, and certainly no 
exporter could force 1 country to buy who does not require the grain. A further 
restriction states that each barter contractor must designate the agricultural 
commodity involved in the transaction before the contract would be approved. 
How can any grain exporter take the risk to assume a contract which may amount 
to $30 million or $40 million, as they have in the past, and assume responsibility 
for taking a commodity, now owned by CCC, which may not be required at all 
for export? This restriction, to me and I am sure to the Department of Agri- 
culture, is merely put into the new restrictions to prevent further barter contracts 
being made. 

A further restriction which the CCC has made is that no foreign-produced 
metals may be processed in the United States. This, to me, is simply another 
obstacle in order to reduce barter contracts for this reason there are certain metals 
required by the Government which can only be processed in the United States, 
in order to meet the specifications issued by the Government in their requirements 
for these metals. Further, the Department of Agriculture stipulates that they 
must know where the metals are coming from and where the agricultural com- 
modities are going to. Again let me say to you that no grain exporter knows 
exactly where the commodities are going, as they sell to any country in the world 
where they are able to obtain the best price, and they do not know when they 
assume a barter contract which country this will be. 

I definitely feel that these new restrictions have been placed on barter trans- 
actions by the Department of Agriculture, knowingly, in order to reduce barter 
transactions by the contractor. I am more convinced because since these restric- 
tions have been issued no barter contracts have been made, and no grain exporter 
that I know of would dare enter into any barter contract under the new restric- 
tions, which would mean that the net result would be that our exports of agricul- 
tural commodities will be considerably reduced in the coming year, thereby con- 
tinuing storage charges, deterioration, and loss of some of our markets in addition 
to allowing Canada and other countries to dispose of their agricultural surpluses 
at our expense. 

Sincerely yours, 
CHARLES B. CROFTON. 


Mr. Poaace. We next have Col. Justice M. Chambers of the Golodetz 
Co. 


EE | 
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STATEMENT OF JUSTICE M. CHAMBERS, GOLODETZ & CO., NEW 
YORK, N. Y.; ACCOMPANIED BY STANLEY S. GROGGINS, 
MANAGER, GOVERNMENT BUSINESS, M. GOLODETZ & CO., 
NEW YORK, N. Y. 


Mr. Cuamsers. Mr. Chairman and members of the committee, 

my name is Justice M. Chambers. I am the Washington representa- 
tive of the M. Golodetz & Co., 120 Wall Street, New York, and am 

accompanied by Mr. Stanley S. Groggins, of New York, who has been 
in charge of our company’s Government business for some 17 years. 

We appreciate the opportunity, Mr. Chairman, of presenting certain 
information and our points of view in connection with the May 28 
directive, and perhaps enlarging on that very briefly. 

I appreciate the time pressure under which you are operating, and 
will try to govern myself accordingly. 

So that we can identify our company, we are a partnership. Our 
company has 4 American partners, and 1 British partner. We have 
been in the international trade business since 1919. 

We have been selling primarily to industry. However, I believe 
in the fields of manganese and chrome we have sold a very substantial 
portion of those materials which have gone into the strategic and 
critical stockpile. 

Mr. Groggins has been responsible for that. 

There are several things that I would have liked to say, but, in 
view of the testimony of the preceding witness, I now believe it is 
unnecessary. I seldom find myself in a position of complimenting a 
competitor, but, certainly, he has clearly expressed many of the 
points of view that we would have expressed. 

To reduce it to its most simple form, this problem seems to hinge 
around the fact that there is a belief within the Department of 
Agriculture, on the part of what I think is a minority of their people, 
that the so-called barter sales have been displacing cash sales. 

I think that possibly back of that there is a deeper worry that they 
have, and that is that they are freezing some of their assets. They 
are reducing their borrowing authority by the extent that they take 
strategic materials for which they do not have a ready disposal. I 
am not so certain but perhaps this fear has led to the argument that 
barter is displacing cash sales. 

Mr. Poaae. I can understand that fear, from the standpoint of the 
man who has the responsibility to keep the balances of the CCC 
liquid, but, from the standpoint of the individual, whose responsi- 
bility it is, would you go far enough to agree with me that we would 
be better off to barter a bale of cotton or a bushel of wheat for any 
kind of commodity that we can keep permanently with a minimum 
storage charge on it? 

Mr. Cusmsers. Mr. Chairman, if I can qualify myself, I have only 
been out of the Government for about 4 years. I worked for our 
Government some 27 years. I was on the Senate Armed Services 
Committee professional staff for some time, where, among other 
things, I had the direct responsibility for the Strategic Stockpiling 
Subcommittee which we had over there. Sir, I learned that we are a 
nation that needs, both for our normal economy and for wartime use, 
many, many things. If we can exchange surplus agricultural com- 
modities, which cost approximately 10 percent of the value to store, 
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I think we should do it. Incidentally, this figure of 10 percent seems 
to be small. This last week before the Senate committee, 16 percent 
was being used, and Mr. Garnett, of the Department of Agriculture, 
agreed with that figure. 

If we are paying 10 percent of the value of these surplus commodities 
to store them, if they are deteriorating over any given period of time, 
and if we can bring into this country materials we need for our economy 
or wartime use and which nature never gave us or which we have used 
up, I think we would be very wise to do so. 

This is not a part of my argument, but I feel very strongly that here 
we have something in abundance and which we could exchange for 
many things that we need now or our next generation will need. To 
quibble over some of the minor points, as we are now doing, is very 
shortsighted. 

Mr. Hogven. You are talking about barter in the free countries of 
the world. 

Mr. Cuamsers. No, sir. I do not think barter in the sense of 
exchanging manganese for wheat, as, for instance, in India, is a pos- 
sibility. We have had a great deal of experience in this. In the past 
we have tried to work out true barters. 

These so-called barter arrangements are true barter only where the 
Department of Agriculture is concerned. They give up a commod- 
ity and in exchange they get a commodity. Everything else is han- 
died through nor mal trade channels. Many times, sir, there will be 
3 or4or 5 ‘legs to the deal before the contracts are satisfied. 

You should also remember that many of the materials that the 
Department of Agriculture is taking are not being sold by the coun- 
tries that produce them in the volume that they have heretofore been 
sold. This is especially true in the case of manganese and chrome, 
which we were buying for dollars for the strategic stockpile. We 
have not bought them for dollars since the change i in administration, 
and, as a result, there has been an overproduction within particular 
countries. So I guess, broadly speaking, we are exchanging 
surpluses. But it is through the mediums of normal international 
excha ange. It is not a true barter. 

I think that the prior witness was quite correct in saying that it 
was more of an exchange than barter. If you try to analy ze cash 
sales as such, I think you will find that all cash transactions really, 
in effect, are barter. Someplace, something has to be sold to generate 
the currency which buys the material. 

Mr. McIntire. On this policy problem, you have to make a 
decision. Take manganese as one item, where at least 90 percent is 
imported into this country over a substantial distance by water. 
Haven’t we got to balance in that policy some levels by which we can 
make sure that we develop—for possible future emergencies—our 
existing domestic sources of manganese on the strength of the fact 
that we now have to bring manganese in by water and that present 
stockpiling programs might well be sorely inadequate relative to future 
needs? 

Mr. Groaains. Let me answer as a member of the Manganese 
Industries Advisory Committee of the Department of Interior. My 
name is Groggins, and I have been in the manganese business with the 
Government since 1940. I should be qualified. 

The domestic manganese program is one on which I testified before 
the Senate Armed Services Committee in 1949, and since then I served 
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on the Committee of the Interior, we are trying to do something with 
domestic manganese, and the day may come when we have a process 
for improving the tremendous quantities of low-grade ores in this 
country in isolated areas where we have millions of tons of low-grade 
ore. 

Someday our scientists will achieve a process of being able to use it. 
And I have been in favor of all of the appropriations that have been 
granted for the domestic program to the point of finding out where the 
ore is, finding out what our problems are of getting it out of the ground, 
finding out how we can beneficiate it. 

I have been opposed to spending lots of money to dig it up and 
pile it up until we do come to the point of finding a way to use it. 
We have not yet found a way of beneficiating ore, these so-called low- 
grade ores. Until that time comes, we are dependent upon foreign 
sources, and we ought to have an adequate stockpile of the best 
grades of manganese ore lying here. 

It costs nothing to store. All the steel companies who will be 
ultimately users of the material provide literally free storage and if 
it lies there it loses, probably, in maybe 50 vears 3 percent of the 
material by wind or spoilage. It is valuable. It is increasing in 
value. 

In 1949, I negotiated the first sale of manganese ore to the Metals 
Reserve Co. for the Government stockpile. At that time we sold 
ore delivered to the Government at around something like $37 a ton. 
Today it is $70 to $75 a ton from foreign sources. So, the materials 
we bought and have been buying are increasing in value. 

As against an agricultural commodity which is de ‘preciating the 
longer we have to keep it, so we are doing a good thing in buying 
these raw materials and storing them. We are very muc +h interested 
in the domestic program. 

Mr. CuampBers. As a matter of fact, if progress continues to be 
made in the development of techniques to beneficiate or upgrade our 
domestic ores, I think that, ultimately, we will come up with com- 
petitive prices. As you know, right now it is prohibitive. The time 
may come when we may be less dependent on imports than we are 
now. However, I do not think that we will ever be completely 
independent. 

Furthermore, I think that in view of the growing need for manga- 
nese, because of our growing steel production—I don’t think we can 
actually measure our future requirements for manganese. 

Mr. McIntire. On this line, since you are talking about manganese, 
I have reason for personal—lI mean, | feel personally that the develop- 
ment of these stockpiles is a detriment to the research program 
which should be pushed more aggressively on the basis of our domestic 
ores; do you care to comment on that? 

Mr. Groearns. I think I can define that a little bit better. 

I think the handicap more likely occurs in the Office of Defense 
Mobilization, which has responsibility, where you will hear the 
phrase over and over again, ““We’ve got manganese running out of 
our ears,’’ and therefore the feeling is that we have such a tremendous 
surplus that there is no incentive to encourage the domestic program. 

Only the last week I was told definitely that the so-called carlot 
program, which is the domestic program, is not a goal but purely 
a limitation, expecting it never to be achieved, but being inserted in 
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the program to satisfy you gentlemen in Congress, but with the hope 
never to really achieve it or reach it. 

That is the attitude there and I think that is where our weak point is. 

Mr. McIntire. One further observation, Mr. Chairman. I do 
not want to take up time, but I do think the accumulations of strategic 
materials have a dampening effect upon the domestic economy, 
particularly with the research on domestic supply. 

Mr. Cuampreprs. In the barter program, Mr. Congressman, there 
have been certain of the domestic mineral programs that have been 
helped directly. I think you are well aware of what happened in the 
lead and zine situation and I noticed references to copper in previous 
testimony. If it were possible under the May 28 directive I think 
you will find that through barter we would be helping the copper 
situation. 

May I refer back to the general question? When Congress enacted 
Public Law 480, you all were so specific in the directive to the Depart- 
ment of Agriculture, as far as barter was concerned, that it is a 
considerable surprise that they have not continued to carry out the 
intent of the law. 

When Mr. Berger’s predecessor was in office, I think perhaps he 
felt some question about the barter program. However, he made the 
blunt remark that Congress had enacted the law, and that they were 
going to carry it out. It was only since he left that we have found 
these restrictions have become noticeable. I also notice that your 
report on Public Law 480 on page 10, savs: “To establish barter as a 
priority disposal method.” Speaking to the point raised here by 
Congressman Simpson. 

It seems to me as though in the arguments we have had that we 
have lost sight of the fact that Public Law 480 was basically a disposal 
program. 

I don’t know whether Ray Toanes was right on his 9 or 99 years 
to dispose of our surpluses, but I do know we have helped through 
barter and our country was getting back something our country needs. 

Mr. PoaGe. I want to put in the record right now that the Depart- 
ment of Agriculture is presently threatening to take over our 1956 
cotton and declare it surplus. Many of us felt that they have no 
business taking title to the 1956 crop at the present time, but they 
say that they need it to sell on the world market, which does not indi- 
cate that there is actually the surplus that they are talking about. 
Taking 1956 cotton at this time is calculated to depress the value 
of the present cotton crop. 

Mr. CuamsBers. Mr. Chairman, are you aware of the fact that the 
transaction which triggered off this suspension of the barter pro- 
gram, the May 28 directive, was a cotton deal? 

I should not ask you a question, I realize, but one of the most 
unusual aspects of this decision was the use of this case. For some 
2 years the Department of Defense had been trying to get this French 
housing program underway and they had been dickering back and 
forth through the barter program and finally it was consummated. 
The Department of Defense put out a press release in which they 
were delighted at the fact that they had a program now which cost 
them some $50 million to construct French housing. I am now 
quoting from an article appearing in the Sunday Star of May 26 
where they say: 
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An international barter agreement under which $50 million worth of surplus 
cotton and grains will be traded for 2,709 new homes for families of American 
servicemen stationed in France has been completed by the Defense Department. 

They go on to say that they believe that they would amortize the 
program over a 13-year period, and that if the quarters were used 
during that period of time, that there would be a saving of some $30 
million. The Department of Defense obviously was quite delighted 
with this. 

Now, of course, this was all taken in cotton. As far as I know 
there was no grain in it. The cash sales boys dashed in and I under- 
stand Mr. Richards and Mr. Berger said, ‘‘We could have sold this 
cotton for cash and this barter program is all wrong’’— 

Mr. Poaae. Yes, they could have sold it for cash and lost $71 a 
bale. 

Mr. CuambBers. That is right. Assuming the rule of 10 percent 
is correct Agriculture would have started saving at the rate of $5 
million a year. The Defense Department says that they are going to 
save $30 million. Yet they seized that particular transaction to 
suspend and I agree with the previous witness, finally killed the barter 
program. 

Now, let me get down to specifics. 

Mr. Poacr. Mr. Chambers, our time is running short, we are going 
to have a roll call at 12. 

Mr. CuampBesrs. All right. I would like to refer to the committee 
that the preceding witness said that the grain companies testified 
before the Senate committee. That testimony can be found in the 
Senate record. All the grain companies unanimously said that the 
incentives offered by the barter program have resulted in increased 
sales of United States grain. 

The record on the Senate side is replete with that. 

Asa specific example, returning to your question as to how the barter 
program under the present directive is going to be hurt, we have ob- 
jected in the past to the Department of Agriculture confining itself to 
the list of strategic and critical materials given them by ODM. 

Questions were raised by this committee about tin and copper. 
Now, we have found that on the strategic and critical material list 
there are 74 items. Any of these that did not spoil or deteriorate 
could have been and should have been taken under the barter pro- 
gram. 

However, ODM has been very careful to give Agriculture a very 
restrictive list. Never did they have more than some 22 items in the 
list that they could take. 

Mr. Poace. Do we understand that the ODM had a list of some 
70 or 80 articles? 

Mr. CHampers. Seventy-four, sir. 

Mr. Poacsr. Seventy-four articles that they wanted to barter, but 
they never gave Agriculture a chance to trade but some 20 of them? 

Mr. Cuamsers. That is not exactly correct, Mr. Chairman. Per- 
haps I have given the wrong impression. 

ODM has a current list of some 74 or 75 items of what they call 
strategic and critical materials for stockpiling purposes. 

Mr. Poaae. Yes. 

Mr. Cuamspers. And they have various programs. They have 
what they call minimum objectives; they have long-term objectives 
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and now, in view of title 1 of Public Law 480, they have a supplemental 
stockpile agency. 

I think, candidly, that the ODM has always been afraid of Public 
Law 480 for fear it would compete with the strategic and critical pro- 
gram in some way and hurt their responsibility under the law. 

I testified before the Senate and I repeat there, but I will not go into 
the details. 

The fact of the matter is, ODM has never given—and, by the way, 
they go through GSA to Agriculture—Agriculture more than 22 items 
off of this list of 74. 

For instance, while tin is a strategic and critical material, it has 
never been on the list of objectives for procurement that has been 
given to Agriculture. 

There are many others, sir, of a similar nature. 

As a specific example of that consider platinum. Our company 
has had platinum and palladium to offer. There is a growing need 
for platinum. It is used in the manufacture of high octane gas and in 
other industrial uses. 

Platinum of the value of $2,500,000 is something the size of—well, 
these two tables combined. It costs roughly $127 a year to store as 
compared to $250,000 for the grain. It is more precious than gold 
and never deteriorates. Yet it could not be taken. 

Now, in fairness to the barter division, who do not make the policy 
they would like to have taken it. Since ODM did not have it on the 
list of objectives for procurement because they said they have all of 
the platinum that they need, and the policy is for Agriculture not 
to bargain for anything unless it is on the list that ODM gives them 
it was not taken. 

Mr. Poaae. Well, I do not understand. If ODM said that they 
have got all they need and they are not taking it, then their list does 
not mean anything; does it? 

Mr. CuamBers. Yes, sir; it means considerable, Mr. Chairman. 
It means that these are the items that over a period of time have been 
determined to be the ones that we could not expect to be supplied 
with in wartime when communications are cut off. For these they 
have certain goals or objectives which are being carried out, like the 
domestic minerals program. Or in the case of tin, I have the feeling 
they may have a continuing objective under the DMPA program, in 
which they have had to build plants to manufacture tin, and therefore 
do not want another part of Government to take tin that might be 
available because it might be to the detriment of that particular 
program. Their objectives to Agriculture take into consideration 
what they have on hand and what they expect to get out of existing 
programs. Then the supplemental stockpile has given them a certain 
percentage beyond that, that they can take. If anybody tells you, 
and I have seen some testimony here before the Congress that the 
supplemental stockpile gives Agriculture more flexibility in what 
they can take, that is very misleading. It gives Agriculture only 
authority more of the items that ODM gives them from their list of 
74, and they have never given them anywhere near the full amount. 

Mr. Poacr. The point I am not sure I understand and that I am 
not clear on, that list of 74 items, is ODM acquiring those items from 
anybody else other than through Agriculture? 

Mr. Cuampers. I would expect in some cases they are and in other 
cases not acquiring. 
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Mr. Poacr. Well not ‘expect’’—do you know that they are ac- 
quiring other than through Agriculture? 

Mr. Cuamsers. May I consult with my colleague? 

Sir, 1 am sorry. These things get into areas which are classified 
and beyond my present ken. 

But let us take copper and aluminum for instance. There is a 
DMPA program on aluminum. If the price drops to a certain point, 
then under that program the Federal Government must buy alumi- 
num. In other words, there is a support price for those particular 
commodities. 

So therefore I think it is reasonable to assume, and I would suggest 
that ODM could be asked this question, that there are certain items 
on their strategic and critical list which they are acquiring for dollars 
or are committed to acquire for dollars if certain contingencies 
develop. 

Mr. Poacs. Well, if they acquire for dollars at a certain price, it 
still would not do what I first understood you to say, I understood 
your charge was that they did not give Agriculture a real opportunity 
to get the supplies that they need ‘through this barter program, but, 
if the ‘Vv are given an opportunity and if they are actually buying them, 
then I cannot understand what you said. 

On the other hand, if they are acquiring these commnodistaed from 
some other sources, if they have 52 of them and if they are acquiring 
any of those 52 items from some other sources and not giving Agricul- 
ture the opportunity to supply these items through barter transac- 
tions, then it seems to me right that they are circumventing the will of 
Congress. 

Mr. Cuamspers. The chairman made a rather profound statement 

earlier in the hearing, that one department was not necessarily looking 
“a the whole governmental picture in carrying out its own programs. 

Now, it is a fact that ODM probably has a broader responsibility 
than any other Government department in the business of developing 
a mobilization base and our natural resources. That was given to 
them as the successor agency to the old Security Resources Board. 
It is my belief that the ODM, and I am not trying to indict ODM, 
but I do say ODM certainly is not trying to do everything possible to 
build up the resources of our country. 

It seems to me like once you enacted Public Law 480 that they would 
have looked upon it as a wonderful opportunity to make us more self- 
sufficient, and that the goals for the strategic stockpile program, which 
are specific goals set for a war of a certain duration, should not have 
inhibited them from going ahead in all these commodities. I believe 
examination will show that this inhibition has been present and 
ODM has not encouraged the full development of the barter program. 

Parenthetically, Mr. Chairman, in Public Law 480 in title I, you 
referred to strategic and critical materials. When you went into 
title III, you said, strategic and other materials. | think they are 
entirely different. ‘The ODM established a list for the supplemental 
stockpile designed to be used under title I, and it was never so 
used. Mr. Butts has said that about four-tenths of 1 percent of the 
entire title I transactions were in the form of strategic and critical 
materials. However, Agriculture, by policy, has applied that same 
restricted list to title II], which has been a very prohibiting feature. 
| think that on balance, the entire list of strategic and critical mate- 
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rials, if they do not deteriorate, would have beena better guide. The 
responsibility for not so doing lies strictly with the policy people in 
Agriculture. 

As to the May 28 directive, I think that the major difficulty lies 
and here I differ from the preceding witness slightly, in the fact that 
they have made it impossible to take certain types of surplus com- 
modities into certain countries unless we can prove that the sales going 
to these countries are in addition to cash sales. 

I think it is fair and reasonable that I quote a very brief statement 
from Mr. Berger before the Senate committee, because he made it 
clear he could not prove a thing about this matter. 

He said, in discussing this matter: 

In view of the fact that under the program as operated prior to suspension the 
agricultural commodities involved in barter transactions to a large degree lost 
their identity in commercial trade channels. This is an extremely difficult matte 
to document. 


Later on in talking about documenting, he says: 


We do not believe the burden of proof should rest with the Department to prove 
that any proposed barter transaction would not increase exports of agricultural! 
commodities. On the other hand, we do feel we must be satisfied that the pros- 
pective barter contract results in a net increase in United States agricultural 
exports. 

What they have done, sir, in paragraph I of this document of May 
28, is to repeat what they tried to do in January 1955. They did 
something somewhat similar at that time and it only lasted 2 months, 
as I recall. 

I am sorry that Mr. Simpson is gone. Because it is of real interest 
that the prices being quoted to them as the result of re quiring a prior 
commitment of certain commodities going into certein countries be- 
came so heavy. This is simply because the grain countries in orde: 
to cover their risks were required to ask larger discounts from us. 

Now, we have tried diligently —and I am speaking of my company 
under this new program to be able to offer barter deals. We have 
platinum, we have palladium, we are working on copper, and certain 
other items that could be taken, but we cannot work out arrangements 
under this May 28 directive. 

By the way, Agriculture has not come out with the rules of the road 
or any criteria to indicate the proof of what they require, because no 
such proof exists, nor can it exist. 

The second thing here 

Mr. Poage. I do not want to cut vou off, but we have only 15 
minutes for 2 other witnesses. 

Mr. Cuameers. I am very sorry. 

Mr. Poacr. And before we get to the second point, | wonder if we 
might hear the first point from these other people. 

I hope vou will understand that we have a rolleall for 12 o’clock, and 
I am not going to miss it. 

Mr. Groaarins. There is one observation that I think should hav. 
been emphasized, and that is that these barter transactions do clis- 
place cash sales, that is, cash sales that would probably have been 
made by Canada, auoiedie Pakistan, and so forth; that is the kind o} 
cash sales displaced by barter. And we should emphasize that, thes 
probably would have displaced British or German sales for cash; the. 
would be purely coincidental. But more often it is lumped together 
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the cash-barter sale and the discounts which permitted both sales to 
be made—so that that bolsters the argument about helping both cash 
and barter, and it is not a trivial excuse, nor any reason for claiming 
that this program-—— 

Mr. Poaae. Our next witness is Mr. Jack McBride of the Stand- 
ard Milling Co., New York. 


STATEMENT OF JACK McBRIDE, STANDARD MILLING CO., 
NEW YORK 


Mr. Poage. Mr. McBride, if you could start at the end of your 
testimony, we would appreciate it, because the first part will be the 
same thing as these gentlemen gave. 

Mr. McBrive. I will try my “best. 

My name is Jack McBride, and I am the export manager of the 
elevator and grain division of the Standard Milling Co. 

We are essentially a grain domestic and export buying and selling 
company, buying and selling of grain, plus which we operate a flour 
mill. 

We contend that barter has increased our business quite a bit. It 
has helped us in many ways in increasing our outlets, in establishing 
goodwill, and therefore increasing the so-called dollar sales. 

I do not have a prepared statement. 1 would like to point out this, 
that this grain business is very unpredictable domestically, and espe- 
cially in the export market, under the present restrictions of the new 
program on barter, under the announcement of May 28, you must 
declare before the contract is signed, whom you sell to, the country 
you are selling to. 

Now, that is impossible to do, and to our way of thinking, it makes 
the program entirely unworkable. 

As I do not have a prepared statement, I would like for the chair- 
man and members of this committee to ask me any questions that 
they may have, as far as the exporting is concerned. 

Mr. Poaae. Well, as far as you are concerned, and as far as the 
export end is concerned, it is purely a cash transaction, is it not? 

Mr. McBripr. Well, thet sometimes is not true. We accept for- 
eign currencies for the grain, and take the chance on the exchange, 
cover the exchange by additional costs. 

Barter does, there is no question about it, help us to compete with 
other exporting countries. 

Mr. Poagcr. Well, now, does barter help you compete with any- 
body other than that you are able to acquire commodities, at some 
stage of the game, at a lesser cost than you would otherwise acquire 
them for? 

Mr. McBrine. Sir, that is the reason we are competing; we do get 
the commodities when we sign a contract with the prime contractor, 
or importer of the material, to assume the obligations on the Com- 
modity Credit Corporation commodities. 

Mr. Poagsr. In other words, ins’t the sum total effect on the Ameri- 
can economy simply that as long as the Government will provide the 
market, let us say, for tin—well, I believe it was said that tin was not 
representative—but as long es the Government will provide a market 
for tin, even though it is a little bit lower than we might be selling 
in smaller quantities, even if that tin has come into the United States 
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at a slightly reduced price, as long as the United States Government 
will supply a market for that tin, then Bolivia is going to buy more 
American goods; isn’t that it? 

Mr. McBripe. That I cannot answer, sir. 

Mr. Poacr. Well, isn’t that true? 

Mr. McBripe. It is not necessarily true. 

Mr. Poage. It is not? 

Mr. McBripr. The country that we might be getting material 
of course, I do not know too much about this. I think that would be 
one of the questions that should be answered by one of the importers 
of these materials. 

But, under these barter contracts, you do not sell back to the 
country you might import materials from; you sell where you can 
sell, where there is a market. 

Now, we do have in Bolivia quite a program under Public Law 
480, title I, and as pointed out here before, they have other markets 
for their tin where they can get dollars, so why should they pay 
dollars to the United States in the form of tin? 

Mr. Poaae. Well, I think it is, of course, perfectly obvious that 
Bolivia cannot sell enough to keep their economy functioning. 

Mr. McBrive. Well— 

Mr. Poacer. And you talk about the other markets. Certainly 
they do have other markets, but they do not have enough other 
markets to keep everybody w orking, i isn’t that the case? 

Mr. McBripre. As I said, I do not know too much about that 
material end of it. 

Mr. Poace. Well, you do know that there is not enough Bolivian 
tin sold on the world market to keep and maintain their economy, 
and kee e their economy operating in Bolivia; don’t you? 

Mr. McBrivr. Right. 

Mr. Poace. So then let us not just evade the thing by saying that 
Bolivia has other markets. Of course Bolivia has got other markets 
but they have not got enough markets to keep the country running 
and that is why we are se ‘nding American money in there; isn’t it? 

Mr. McBripr. Yes, sir. 

Mr. Marruews. Mr. Chairman, I don’t know whether the witness 
can give us this information or not, or whether we have it. I came 
in a little late. 

But, Mr. McBride, as I understand the objections that the wit- 
nesses have had, and there have been several, and among them there 
is one here, that the burden is with the company carrying on the 
barter to prove that the barter sales do not interfere with cash sales. 
Is that one aspect to which you object? 

Another one is, before you can enter into the contract you have to 
designate the country to which the goods are sent. 

Mr. McBrivr. That is right. 

Mr. Marruews. Now, then, are there 1 or 2 other specific objections 
to that directive. Those were the two main points, I think. Could 
you enumerate any other objections than that? 

Mr. McBripe. As far as our company is concerned, that is the only 
objection we have to it. 

As far as the long-term and short-term, I think that is a policy that 
should be determined within Agriculture, or in the Congress. 

I would like to point out, though, that we have been looking for 
ways and means through the years to dispose of our surplus commodi- 
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ties, and here is a program that has proven to be a substantial factor 
in helping to dispose of these commodities. And under the present 
restrictions, I believe personally that the barter under Public Law 
480 is killed. 

Mr. Marrurws. Now, Mr. Chairman, were there any other objec- 
tions that were stated? 

Mr. Poaae. I understand another objection—— 

Mr. Matruews. I would like to get that if I could; I know our time 
is short. 

Mr. Cuameers. Mr. Chairman, I would like to comment on the 
provision which would require payments of interest to the CCC, 
simply by saying that while the preceding witnesses have objected 
to it, and I think very inte lligently, there are a couple of other facets 
to this problem. 

First of all, when the barter program was started, CCC did give 
contractors the free use of the grain. Assuming, sir, that we took 
them within 2 or 3 months after signing the contract. We may have 
had 3 or 4 years to deliver the materials. During this time we did 
not have to pay interest on our short-term credits, which is the basis 
of most of these transactions—so we saved interest. That money that 
we saved was what permitted us to pay, the grain companies to dis- 
pose of the grain for us since we do not deal in grain, just as most 
erain companies do not deal in minerals or ores. It also permitted us 
to sell at a lower price to Agriculture. 

Now, in every case we have had to offer a substantially below-market 
price to Agriculture in order to get them to take our material. Fur- 
thermore in the case of wheat we pay more than the free world price. 

We also have to buy an irrevocable letter of credit for 100 percent 
of the transaction. 

These things all add up in figuring the deal and the interest has 
made it possible. 

Now, I believe that the chairman has put his finger on it. If this 
restriction stays in, and Agriculture wants to barter, it simply means 
that they are going to pay more for the material they take. 

Agriculture itself reviewed this interest matter in January of 
this vear. Before that, the only limits on the free use of the com- 
nee was the life of the contract. In January they established 
a 2-year limitation. As a practical matter the 2-year limitation 
means that you have the free use of the interest for slightly less than 
1 year. This is because as your deliveries are made, you have to pay 
for the materials you are bringing in, and therefore you have less money 
to use, 

They made that change in January. Then in April apparently 
something happened which made it look as though they had not 
gone far enough. I don’t know the reason. 

One other Seis and I think you are going to hear about this 
when the domestic industry finally hears what has been done. 

Paragraph 6 of the May 28 release says that you can no longer 
— materials in the United States. 

Gentlemen, this is a serious thing from an industrial standpoint 
and not, perhaps from the standpoint of the importer. You take in 
the ferroalloy business the ability to bring in foreign ores, and then 
process these in American plants which deliver the processed materials 
to Agriculture, has been a very helpful thing. 
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Here is what it has done: First, the value of the ferroalloy is several 
times greater than the raw ore, and therefore you have disposed of 
more surplus agricultural commodities, and you save more storage fees. 
But, more importantly, vou have kept an industry going which, 
before the barter program started, was very sick. 

In 1954 the ferroalloy industry was operating at roughly 57 percent 
capacity. With the steel industry expanding it was necessary to have 
more ferrochrome capability in this country, and all of them were in 
for tax amortizations. None of those were granted because with the 
barter program there was sufficient business, and the industry is now 
operating between 90 and 100 percent of an expanded capacity. 

I know in the case of one of the companies | represented for quite 
a while that they were down to about 7,000 emplovees, emploved in 
their plants at Charleston, 5. C., Paducah, Ky., and Niagara Falls. 
They now employ about 17,000 people. It has been very good. 

Mr. Poace. Let me ask you, Mr. Chambers, what do you think is 
the reason why Agriculture did this? There must be some reason. 

Mr. Cuamsers. Mr. Chairman, if what they were doing originally 
was legal, then I submit it is still legal. There was no change in the 
law. Therefore, | am compelled to believe that it is merely a change 
of heart, or a change in policy, due to personalities within the Depart- 
ment of Agriculture. 

Mr. Poace. Well, I am asking why, and one of the reasons is, | 
can see that if you are bringing in foreign ores and processing them 
in the United States, and you increase the value of those ores, that 
Americans rather than foreigners have been benefited, and I have 
always thought that was a pretty good thing. 

It always seemed a good thing for us to build up these plants. 
What is the objection on the part of the De ‘partment of Agriculture? 
Why would they rather have that processed in Great Britain? 

Mr. CuamsBers. Well, it would not be Great Britain, it would be 
Japan, Germany, or France. The result of the order is that there 
will be no domestic production of these items under the barter pro- 
gram. It will all be foreign. 

Now, as to why? I frankly think, and I say this for the record, | 
think that the May 28 directive put every restriction to the barter 
program into one nice little bundle. Whether it is a strawman from 
which they hope to be able to retreat, in part, I do not know. | 
do not believe there is any logic in it at all. 

Mr. Poacs. Well, do you think it is with the design of building up 
some foreign processor? 

Mr. Cuamsers. No, sir. I do not think that it is. If there is 
anything improper, any improper intention in back of it, sir, | believe 
it to be that certain people in the Department of Agriculture have 
not wanted to carry out this law. They have ac cumulated their 
objections in the May 28 directive. Under it the law could not be 
carried out, and that is why they did it. In 1954 they themselves 
made the decision that domestically processed ferroalloys could be 
taken for the stockpile. If it was legal when the decision was made 
in late 1954, it is still legal. 

Mr. Poace. Well, is there any question about legality? 

Mr. Cuamsers. No, sir. There could be no question. 

Mr. Poaae. Did anybody ever raise the question of legality? 

Mr. Cuampers. As far as I know, the legal question was raised in 
1954, and resolved affirmatively, that it could be done. 
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Mr. Poacr. And that was not offered as the reason for this change 
now? 

Mr. CHambBers. I found very few reasons offered, Mr. Chairman, 
for the present change. I think they simply want to kill barter. 

Mr. McIntire. Is there any feature involved there as to quality 
control of the ores which are contracted? 

Mr Cuampers. No, sir. The metals, the alloys that are delivered, 
must meet Federal specifications, and they will be the same for 
either foreign or domestic producers. 

Mr. McInrire. And the ores also have to meet such specification? 

Mr. Cuampers. That is correct. In order to produce certain 
specified grades of metals, you have to use certain ores. Actually, 
that is one advantage to alloys; you can use poorer grades of ores, and 
get them into allovs No, I don’t think that has been a question. 

Mr. Poacr. Well, you are not delivering ores, are you? You are 
delivering alloys under those contracts. 

Mr. CuoamMpers. Under those contracts, that is permitted to be 
done. We have also delivered ores. 

Mr. Poagr. Do vou understand that they propose to deliver that 
ore to the United States and then ship it to Germany or France for-—— 

Mr. Cuamsers. Oh, no. No. They are putting the ore itself i 
the stockpile. 

The strategic stockpile is basically in the cheapest form in which 
they can get the materials, which are the raw ores, and that is the way 
most of the stockpile is now. 

So we are confronted with an upgrading program. Even the high 
grade ores, in the case of chrome could not be used unless you make 
it into a ferrochrome form. Therefore we eventually will have to 
upgrade it, or be faced with processing during a time of emergeney 
when manpower and power is going to be very critical. 

Mr. McIntire. Is it not so, that a criticism of the stockpile of 
manganese ores stems from the fact that it has been stockpiled in such 
composition that it still has to be processed extensively before it can 
be used? Would that not be a factor in some policy decision in 
relation to the stockpile which is readily available; that is, whether it 
should be in rough ores, or whether the stockpile should be of more 
readily available material? 

Mr. CuamsBers. Mr. Congressman, I am a lawyer, not a metal- 
lurgist. 

Mr. McIntire. And IT am not a metallurgist, either. I am a 
farmer. 

Mr. CuamsBers. Well, originally, me too, sir. 

In the case of manganese, unlike chrome, you could use a high grade 
manganese in the production of steel without processing. But it 
would be a most inefficient operation, and therefore the commercial 
practice is but to put it in alloy form. T[ am certain that would be 
our intention. 

Now, Mr. Congressman, if we are talking about domestic materials, 
then we have an entirely different problem. 

We have in New Mexico, | believe it is, under the domestic minerals 
program, a heterogeneous mass of a million tons of domestic ore that 
is very low in grade. We have that mass of material that some day 
will have to be beneficiated to make it useful, whereas right now it is 


not. 
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Mr. McInvirew. And the prohibition is that related to the decision, 
the availability of those ores on short notice; is that related—— 

Mr. CuampBers. I think, and I repeat, that particular prohibition 
went in there as just another restriction to make the barter program 
less workable. 

And, Mr. Chairman, I would err if I did not call your attention to 
the fact that Mr. Berger, before the Senate Committee last week, 
stated, when asked if the result of this was not to decrease, or kill the 
barter program, and he said that frankly they expected that this 
new directive would markedly decrease the barter program. 

I do not think we have to prove our case further about the attitude 
with certain levels of Agriculture. I think that the doctrine of res ipsa 
loquitur applies here; the facts will speak for themselves. 

The only thing that is bothering me is that I do not think that the 
top people in Agriculture really understand all of the implications. 
But when you try to prove points of view or attitudes it is just im- 
possible, and I don’t want to get into that business. 

But I do think this, that when the Congress passes a law, and has 
told them what to do, they ought to do it. And if after this studv 
and investigation you feel the law should be more specific, requiring 
them to put a certain number of hundreds of millions of dollars of 
disposals through the barter program. 

Another solution might be to clear up their fears about freezing their 
assets. You have, under the title | program, provided means whereby 
funds expended under the title [ program are reauthorized in the form 
of new loan authority. If you can do that for 1 billion or for 2 billion a 
year in title J, then it seems to me that the same pattern might apply 
to the title III program. I think that if that be done, that 90 percent 
of these arguments with the Department of Agriculture would die a 
natural death. 

Mr. Poaace. Do you have anything more to present, Mr. McBride? 

Mr. McBrinr. I would also like to point out that this business of 
drawing down the grain price at delivery of the commodity—a letter 
of credit is put up for the term of the contract for the commodity — 

Mr. Poace. What does that letter of credit cost? 

Mr. McBripe. Well, it varies, depending upon various factors. 

Mr. Poace. I know it varies, and that is what I am trying to find 
out. 

Mr. McBripg. It would run one-eighth to one-half percent. 

Mr. Poaae. Per year? 

Mr. McBripe. That is right; per year, or any portion thereof. 

Mr. Poaace. Yes; and if it is a 2-year letter of credit, it runs, pos- 
sibly, 1 percent? 

Mr. McBripe. That is right. 

Now, the reason I wanted to point that out is that Commodity has it 
in their possession at all times for that grain drawn down, plus the fact 
that it forces the exporter, under the contract, to take a more aggres- 
sive sales policy in disposing of agricultural commodities. 

That grain is out long before the materials are delivered, and you 
don’t have the storage costs day by day of that grain laying there 
over a period of 2 years. I just like to make that point clear. 

I believe, if you have any more questions, I certainly will attempt to 
answer them. 
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Mr. Poaar. Do you agree with those who say that it is a sound 
policy for the United States Government to trade, whether direct or 
indirect, to push trade to use agricultural surpluses, for any kind of 
scarce commodities that can be stored cheaply and without loss? 

Mr. McBripe. Let me put it this way to you, Mr. Chairman: 

We are on both sides of that. We have 16 million bushels of elevator 
space throughout the country 

Mr. Poaae. I am not asking how it affects you. I am asking what 
about the United States. 

Mr. McBripe. We are also in the export business, and if the 
purpose is to dispose of these surpluses, I believe this is a good 
program, or was, prior to May 28. 

Mr. Poace. Well, how far would you go with such a program? 
Do you believe that it is well for us to trade grain, for instance, for 
any kind of storable commodities that are scarce in the United States? 

Mr. McBrinr. If this country needs it, sir; yes, sir. 

Mr. PoaGe. Of course, that is what I mean. 

I believe that is all, unless there are some other questions. 

Mr. McIntire. I wonder if you would be interested in expressing 
an opinion as to whether the title of these strategic materials should 
rest with the Commodity Credit Corporation, or ODM? 

Mr. McBripe. Weill, I don’t know all of the ins and outs of this 
program, but I think testimony was given before the Senate com- 
mittee that Agriculture does not enter into a program to supply these 
materials unless they have some indication from some other Govern- 
ment agency that eventually they are going to be used. 

Mr. McINriee. Isn’t it true that one of the problems confronting 
Agriculture is that those items come under the control of somebody 
else and the ‘y find themselves in the condition of trying to dispose of 
agricultural commodities— 

Mr. McBripe. I understand, that other Government agencies 
have not been fully coope aie jee this program, where they 
should have come to Agriculture and got rid of the surplus. 

Mr. McIntire. Mr. Chairman, I think that is part of the prob- 
lem— 

Mr. PoaGce. Well, 1 think there is no doubt that possibly the basic 
reason that the Department of Agriculture is so reluctant to push 
this program is because they do not have an outlet for the storable 
commodities when they get them, and it seems that the suggestion 
that we should automatically restore their capital stock is possibly 
a good one, and it possibly would change their outlook on this thing. 

T think it is purely a question, as I conceive it now, of a department 
of the Government looking after its own interests, the interests of the 
department, instead of looking after the interests of the Nation, and 
I think that is all there is to it. I do not blame Agriculture any more 
than the rest of them—every department does the same thing. 

If there are no further questions, we want to thank you very much, 
and we are indeed obligated to you. 

The committee will stand in recess. 

(Without objection by the chairman, the following statements are 
inserted in the record:) 
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STATEMENT OF SAMUEL H. SaBin, Vice PRESIDENT, CONTINENTAL GRAIN Co, 


Mr. Chairman and members of the committee, your invitation of June 11, 1957, 
extended to us the opportunity of expressing our views on the barter aspects of 
Public Law 480. We are pleased to accept the invitation. 

As you know the barter program of CCC was suspended late in April for re- 
evaluation. During the period of reconsideration this company wired Secretary 
Benson on May 13, 1957, as follows: 

“We refer to the barter program now under review and urge you to continue 
it by drawing your attention to the fact that since its inception under Public Law 
480 the barter program has aided in the disposal of United States surpuls grain 
for free dollars to friendly foreign markets particularly where such grains have 
competed with similar types from other exporting countries. We do not share 
the opinion that the majority of sales of surplus grains under barter agreements 
have replaced sales for free dollars which would have been made in any event. 
The normal procedure has been for grain exporters to take on long positions of 
barter funds with their attendant obligations to sell and export surplus agricul- 
tural commodities (in many cases limited to grain only), and their attendant 
market risk, which have had the effect of causing the exporter to become more 
aggressive abroad in order to liquidate these obligations and risks. Obviously 
such an aggressive policy has resulted in sales of United States surplus agricul- 
tural commodities which, in today’s existing buyer’s market, might well have gone 
to other competing countries. The barter program would seem to be the only 
opportunity afforded the grain trade to retain and expand its free dollar markets 
for United States grains. This goal is incapable of achievement as effectively 
under other existing disposal programs, due to the reluctance of many govern- 
ments to accept the obligations imposed upon them by the inherent requirements 
of these programs.” 

Subsequently on May 28, 1957, the Department of Agriculture announced 
revised requirements for the resumption of the barter program. The basic premise 
of the revised requirements is that proof satisfactory to CCC must be presented 
to the effect that each barter contract results in a net increase in exports of the 
agricultural commodity involved. This premise is apparently based on an as- 
sumption that under the previous barter program, the agricultural commodities 
sold in world markets would have been sold for dollars in any event. The principal 
reason for this assumption seems to be the fact that agricultural commodities 
originating from barter contracts have been sold to certain European countries 
financially able to pay dollars. 

This hardly seems sufficient grounds for cutting back on the legislative intent of 
title III of Public Law 480. It is a natural result of the barter program that the 
sales of the agricultural commodities obtained through barter would be sold for 
dollars or currencies readily convertible into dollars since the counterpart strategic 
material must be paid for by the grain exporter in dollars. 

Furthermore, we are of course confronted with the problem of exportable 
surpluses from other countries which are purchased by the very same buyers able 
to pay dollars for our own surpluses, and these foreign buyers are acutely conscious 
of any price advantage. While CCC attempts to keep its export prices com- 
petitive, there are times when the availability of surplus commodities obtained 
under barter permits the trade to make export offers and effect sales which would 
otherwise be lost. 

In practice this company, and we believe the grain trade generally, has never 
hesitated to forgo any possible barter advantage accruing to itself in order to 
effect sales which would be lost by the United States to other exporting countries 
if based on CCC’s published price. 

Thus in our view, USDA has failed to establish its main premise and the 
Secretary should continue to exercise the barter authority which the law states is 
“in addition to other authorized methods and means * * *.’’ A barter which 
effects the delivery of a valuable strategic material, which is durable and econom- 
ically storable, and which furthermore assures the exportation of an equivalent 
value of a perishable United States surplus agricultural commodity would seem 
most advantageous to the United States Government. 

In addition to the restriction resulting from the main premise cited above, the 
USDA has also imposed other restrictions which place undue burdens on the effee- 
tive operation of the barter program. 

We will not discuss these restrictions in detail as it appears the main con- 
tention is whether or not barter is an effective means of increasing exports of agri- 
cultural commodities. If our view is accepted, then the restrictions should be 
drastically modified or eliminated in order to make the program effective. Ex- 
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perience has indicated that the operation of the program prior to the May 28 
revision was successful, it is our plea that such a program be resumed. 

It is significant that since the announcement of the revised barter program, no 
transactions have been consummated. Having carefully reviewed the present 
requirements, we can only conclude that their continuance will make the barter 
program virtually unworkable. 

The consideration of our views will be appreciated. 


STATEMENT OF Epwarp W. PieRcE, VICE PRESIDENT, CONTINENTAL GRAIN Co. 


Mr. Chairman and members of the committee, it may be that my experience 
of many years in the grain trade in Europe is an advantage in this case as it 
seems to me that only by following the operations of a buyer can we fully under- 
stand the value of the barter program in making sales to free-dollar buyers which 
otherwise might well have gone to a competing exporting country and, thereby, 
substantiate our contention that this program does, in fact, result in an increase 
of exports of surplus grains. 

Suppose we take an example of a miller in England who requires say, 10,000 
tons of wheat. Having dollars available, he is in a position to cover his require- 
ments from any seller, for example, France, Italy, possibly Russia, certainly 
Australia, the Argentine, Canada, or the United States. He therefore requests 
his broker or suppliers for offers of the above-mentioned quantity and in due course 
will receive prices for wheats of almost all of the above origins. He then compares 
all the prices, adjusting for quality where necessary, and let’s assume that he 
finds that Argentine wheat is the cheapest, with say United States wheat about 
1 cent a bushel higher. After negotiating, he then will buy the cheapest wheat 
which, in this case, would be of Argentine origin. In such a set of circumstances 
this sale would have been irretrievably lost to the United States. Nevertheless, 
with but a small price reduction this inquiry could have been filled by United 
States wheat instead and this reduction could have been made by applying all or 
a part of the barter advantages in order to cheapen the United States wheat. 

An exactly similar situation obtains in, for example, barley where those buyers 
with free dollars again have access to supplies of this commodity from other 
origins, notably north Africa, Iran, Iraq, France, Canada, Australia, and also 
Russia. Here, again, our ability to reduce CCC price of barley might well result 
in our selling a quantity which otherwise would have been sold by, for example, 
Russia. 

I may conclude by saying that our daily flow of cables from all over the world 
is constantly reporting sales to free dollar buyers, of all types of grain, from a 
large number of exporting countries—all competing violently for the favors of 
these buyers; and it is possible that many of these sales could have been made of 
United States surplus grains instead, with a price reduction sometimes very minor 
In nature. 


(Whereupon, at 12:15 p. m., the subcommittee adjourned.) 
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WEDNESDAY, AUGUST 14, 1957 


House or REPRESENTATIVES, 
CoMMITIEE ON AGRICULTURE, 
Washington, D. C. 


The committee met, pursuant to call, at 10 a. m., in room 1310, 
New House Office Building, Hon. Harold D. Cooley (chairman) 
presiding. 

The CuarrmMan. The cominittee will please be in order. 

Gentlemen, we have House Concurrent Resolution 224 before us, 
which has been considered recently by a subcommittee of this com- 
mittee, and some members of the committee thought it would be well 
to have you gentlemen come up and give us such explanation as you 
may desire to give concerning these barter transactions. 

At this point in the record a copy of the resolution will be inserted 
for the benefit of the record. 

(The resolution is as follows:) 


[H. Con. Res, 224, 85th Cong., Ist sess.] 
CONCURRENT RESOLUTION 


Whereas the Congress in enacting the Commodity Credit Corporation Charter 
Act in 1949 sought to find a profitable outlet for surplus agricultural commodities 
by conferring upon the Commodity Credit Corporation the authority ‘upon 
terms and conditions prescribed or approved by the Secretary of Agriculture’ to 
barter such commodities for strategic and critical materials produced abroad; and 

Whereas under such authority a very small volume of exchange transactions 
was consummated; and 

Whereas, because of its dissatisfaction with the lack of progress of the barter 
program under such existing authority, the Congress in 1954 included in the 
Agricultural Trade Development and Assistance Act Section 303 directing the 
Secretary of Agriculture to “use every practicable means’ to dispose of agricul- 
tural surpluses by barter whenever he has reason to believe that ‘there may be 
opportunity to protect the funds and assets of the Commodity Credit Corporation 
by barter or exchange of such agricultural commodities for strategic materials 
entailing less risk of loss through deterioration or substantially less storage 
charges” and other materials and services; and 

Whereas under this new directive and authority very substantial quantities of 
surplus agricultural commodities were exchanged for strategie and other materials; 
and 

Whereas the Department of Agriculture by action announced on May 28, 1957, 
has established a new Departmental program for such barter or exchange trans- 
action which in effect nullifies the policy established by Congress in section 303 
of the Agricultural Trade Development and Assistance Act of 1954: Therefore 
be it 

Resolved by the House of Representatives (the Senate concurring), That it is the 
sense of the Congress that (1) provisions of law heretofore enacted by the Congress 
to encourage and facilitate the exchange of surplus agricultural commodities for 
other materials are not being carried out effectively, (2) the program for the 
implementation of those laws announced by the Department of Agriculture on 
May 28, 1957, unduly restricts such exchanges and for that reason is contrary 
to the policy established by the Congress in the enactment of those provisions, 
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and (3) such exchanges should be rescinded pending further action by the Congress 
with respect thereto. 

Sec. 2. Copies of this resolution shall be transmitted to the President and to 
the Secretary of Agriculture. 

The CuHatrMan. We had information to the effect that a considerable 
number of transactions had been consummated, but recently—on 
May 28, I believe—the Department stopped the barter transactions 
entirely. 

We would like the representatives from the Department to tell us 
why the program was interrupted on May 28, and what transactions 
have been consummated since that time. 





STATEMENT OF MARVIN L. McLAIN, ASSISTANT SECRETARY OF 
AGRICULTURE; ACCOMPANIED BY WALTER C. BERGER, ADMIN- 
ISTRATOR, COMMODITY STABILIZATION SERVICE; THOMAS R. 
RAWLINGS, COMMODITY STABILIZATION SERVICE; AND ED- 
WARD M. SHULMAN, OFFICE OF THE GENERAL COUNSEL, 
DEPARTMENT OF AGRICULTURE 


Mr. McLain. Mr. Cooley, I would be glad to open up here although 
Mr. Berger, who is Administrator of the Commodity Stabilization 
Service, has the immediate direction of this barter program. He 
has appeared already before a subcommittee of this committee, as 
well as the committee in the Senate, and I think he is in a fine position 
to present all the details of what we have done and why we have 
done it. 

I would like to say this, though, before I turn it over to him: That 
I have watched this barter operation ever since I have been in the 
Department, for 4 years, and I think the initial intent of barter is fine, 
and we ought to pursue it to the utmost to get real barter transactions 
where we can get them. I think it was the intent of Congress and | 
think if you will read the language of the law carefully vou will find 
this to be true: That it was the intent of Congress that barter transac- 
tions should be transactions that would be in addition to what you 
would get for dollar sales. I think the program, after we got it off 
the ground to start with, deteriorated into a condition where that was 
not so, and in my judgment we were in violation of what the intent of 
Congress was in some of the operations. This was a gradual thing, 
and a difficult thing to detect until we had gotten quite a way down 
the road. 

We feel that there is an area for barter transactions that we will 
get back into as soon as everyone understands that the Department 
means business in the decision that it made. As long as there was 
an element of uncertainty and people raising questions, I think it 
was quite natural to expect the barter contractors not to plunge in 
and try hard to follow the new procedure. 

As you know, in the 480 legislation, and the extension we have 
just had, we have a new area opened up which we are now exploring, 
and we think there are some possibilities in this area in moving some 
agricultural commodities into parts of the world where before we 
have not been able to go, and we are hoping that barter would help 
us to do that. 

To summarize, Mr. Cooley, the action we have taken, we feel, 
has been in line with what the Congress intended in the statute for 
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us to do; namely, where we could use barter to get added sales that 
we do not otherwise get for cash, that we ought to do it and use every 
resource we have to do it, and that is what we have been trying to do. 

If you have any questions, we would be glad to try to answer them. 
We have Mr. Rawlings here, who is direc ‘tor of the Barter and Stock- 
piling Division under “Mr. Be rger, and we have our Assistant General 
Counsel here, and we would be happy to try to answer any questions 
regarding what we have done. 

The CHARMAN. Suppose you tell the committee what was accom- 
plished through the barter transactions up to May 28 when you 
stopped the program. 

Mr. McLain. You mean the amount of dollars? 

The CHairMan. The dollar volume. 

Mr. McLain. I believe Mr. Rawlings has the information with 
regard to that. 

Mr. Rawurnes. Mr. Chairman, from the inception of the program 
through this June 30 it was $977.8 million, and that is both strategic 
and supply materials or nonstrategic. 

The strategic category includes materials for the minimum national 
stockpile, the long-term national stockpile, and the supplemental 
stockpile, which was created under Public Law 480. On supply 
materials, of that $977.8 million, $134.2 million was for materials 
acquired for ICA, Defense, AEC, and other agencies, and the total 
strategic in the 3 categories I have just read was $843.6 million. Of 
course the equivalent in agricultural commodities has been exported 
or committed for export. 

The CHarrMAN. That is almost $1 billion? 

Mr. RawuinGs. Yes, sir. 

The CHAIRMAN. $977.8 million? 

Mr. Rawuinas. Yes, sir. 

Mr. BerGer. Do you have the breakdown for the years as far back 
as it goes? 

Mr. Rawuiinas. Yes, sir; I do. 

The CuarrMan. For the record, could you give us the years and 
the volume each vear? 

Mr. RawuinGs. From 1949, the inception of the program, to June 
30, 1954, the total was $107.6 million. From July 1, 1954, to June 
30, 1955—fiseal vear 1955—it was $281.8 million. 

For fiscal year 1956, ending June 30, 1956, it was $315.8 million, 
and in the current fiscal year just closed on June 30, 1957, it was 
$272.6 million. 

Those 4 figures total the $977.8 million. 

The CHArrMAN. In other words, each year the volume increased 
up until the time you stopped the program? 

Mr. Rawuines. Well, the big break, sir, I think, can be earmarked 
as of July 10, 1954, when Public Law 480 was approved and then in 
that fiscal vear the step-up came; that is, fiscal year 1955. 

The Cyarrman. What has been the volume since Public Law 480 
started? 

Mr. Rawuinas. It would be $977.8 million less $107.6 million, and 
that would be $870.2 million. 

The CuHarrman. The volume would be about $870 million since 
Public Law 480 program started? 

Mr. Raw ings. Yes. 
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The CuarrMan. Under Public Law 480 do you have some restric- 
tions to the effect that you should not sell for local currency and to 
displace any normal trade transactions? In other words, each 
country that is a recipient of our surplus commodities should not take 
commodities over and above their normal consumption of those 
commodities? Does that rule apply to barter transactions also? 

Mr. RawtinGs. Sir, in our contracts we prohibit the agricultural 
commodities moving under barter contracts to go to any area w here 
there are United States appropriated funds specific ally for agricul- 
tural commodities; otherwise, we would be buying our own products 
back. 

For instance, these commodities have to move for free dollars. If 
you have a title I agreement, the barter commodities cannot be sold 
under that title I agreement because they have already been sold by 
the Government and committed. 

Also, if ICA has made a grant or loaned money to a country, those 
ICA funds cannot be used to buy agricultural commodities under a 
barter contract. 

The Cuarrman. However, under a barter transaction no currency 
is involved; is it? 

Mr. Rawuinas. Actually, in practice there certainly is, sir. What 
happens is that an ore firm or a mineral firm, or it could be a grain firm, 
offers some material which is eligible—some mineral or metal—-and 
agrees to accept in return the equivalent dollar value of agricultural 
commodities from CCC and to export them. 

What actually happens is that those firms buy the strategic material 
in some foreign country and, in turn, export the agricultural com- 
modities or get a grain firm or cotton firm to export for them as their 
agent. In the past, they have sold under the former barter program 
to any free country in the free world. There was no tieup, except in 
a few cases, concerning where the material came from and where the 
agricultural commodities went. So, they went into any free market 
in the free world. 

The Cuatrman. However, by and large, it is not a barter transaction 
at all in the sense that the word “barter” implied. It is not a cash 


transaction. You are exchanging surplus commodities for strategic 


materials and that is the ultimate goal. 

Mr. Bercer. That is not true. 

The CHatrMaNn. The goal is to exchange commodities for materials, 
but you do say that there are monetar y transactions involved? 

Mr. Beraer. No; these are not true barter transactions because 
the strategic material may come from Portugal or South Africa, and it 
bears no relation to where the agricultural commodities will go. 

t The Cuarrman. However, as far as the CCC is concerned, it is 
actually a barter transac tion: is it not? 

Mr. Beracer. No; it is not. 

The CHatrMan. It has to be a barter transaction. 

Mr. Bercer. No. 

The CHarrMAN. You give them surplus commodities, and you get 
in exchange for them strategic materials; do you not? 

Mr. Bercer. That is true, exe ept to this point: The grain is sold 
or the cotton is sold in a market in which it is sold for cash. It is 
sold for a good liquid currency, and the only reason why we have cut it 
back is that we felt it was doing nothing but replacing our cash sales. 
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A large percentage of the barter transactions have been in grain or 
in wheat or surplus commodities which have been sold for ac ‘tual good, 
solid currency or cash. 

The CHatrMAn. What do you mean? You mean these are not 
barter transactions we are talking about? 

Mr. Bercer. That is what they have been classified as. They 
have been classified as barter transactions in which we were taking in 
strategic materials and selling them surplus agricultural commodities. 

Mr. Anernerny. Will the chairman yield to me for just a moment? 

The CHAIRMAN. Yes. 

Mr. Appernetuy. Perhaps, | can help to clarify the situation. 
There are some instances where you make such an exchange. We 
will call it “barter” for the sake of this question, but there are some 
instances where vou make such an exchange or swap that these goods 
otherwise, whether they be cotton, wheat, corn, or whatever is in- 
volved, would not have moved into that particular area. 

Mr. Bercer. | think there are listed approximately three what you 
would call barter areas. 

Mr. ABERNETHY. You mean three sections of the world? 

Mr. Bercer. Three areas of what you would call true barter 
transactions, Congressman. 

Mr. AbeRNerHYy. When you say “three”? what do you mean? Do 
you mean three transactions? 

Mr. Berger. No; three contracts. 

Mr. ABpernetuy. Three contracts? 

Mr. Bercer. Yes, sir. 

Mr. ABerRNeruy. Well, that is a barter; is it not? 

Mr. Bereer. Those particular instances were true barter exchanges. 

The Cuarrman. Mr. Poage, the chairman of the subcommittee, 
held some hearings on this very matter, but I would like to ask one 
question before I turn the interrogation over to him: 

So far as the books in the Commodity Credit Corporation are con- 
cerned, it is actually a barter transaction, although a dollar value is 
placed on the commodities sold and the commodities that are received 
in exchange? Am I right in that? 

Mr. Bercrr. Except that we get no dollars, but we get strategic 
materials. 

The CHairMan. That is exactly right. 

Mr. Bererr. With that qualification, that particular statement 
would be true. 

The CHarrRMAN. So, that is a barter? 

Mr. Buercer. Yes, sir. 

The CHarrMan. What evidence do you have to give to this com- 
mittee that these barter transactions have interfered substantially 
with dollar transactions? 

Mr. Brercer. Well, for the simple reason that when you go through 
all this extra work of carrying out a long-time contract with somebody 
who has some strategic materials to sell, you are not doing anything 
except replacing a cash sale. We find no reason for going through all 
that extra redtape in order to do it. 

The CHArrMAN. You just think that, do you not? Let me ask you 
this question: 

What. percentage or to what extent have these barter transactions 
actually interfered with dollar transactions? 
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Mr. Bercer. Well, they were sold in the same market. 

The Cuarrman. But it is pure guesswork; is it not? 

Mr. Beraer. I would not say it was guesswork, Mr. Chairman. 
After all is said and done, we know the countries to which it has gone. 
We can ask the exporters themselves “what did you sell this for?” 
and they sold it for good, solid currency. 

The Cuarrman. Well, have cash sales fallen off in these areas where 
you have had the barter transactions? 

Mr. Brraur. No; but neither have the cash sales for other com- 
modities fallen off in those territories because those same territories 
and we are talking about the countries themselves—-have come into a 
better financial condition. Their currency position was improving 
right along. 

The CuHarrmMan,. These sales have actually increased since you 
started the barter transactions? 

Mr. Beraer. Yes, and the cash sales are continuing to go even 
though barter has been off. 

The CuHarrman. To sum it up, the Department has concluded not 
to carry on any more barter transactions; has it not? 

Mr. Bercer. That is not true. 

The CuarrmMan. Well, I am asking you is it true? 

Mr. Bercer. No; it is not true. 

We are perfectly willing to continue to carry on good, sound barter 
transactions. 

The CuairMan. Why did you stop the program abruptly on May 
28? 

Mr. Brercer. Pardon me? 

The CuatrmMan. Why did you stop abruptly all the transactions, on 
May 28? 

Mr. Bercer. We did not stop it on May 28; we opened it up on 
May 28. 

The CuarrMan. You have not negotiated an agreement since that 
time? 

Mr. Bercer. I think that is true because it was a natural thing for 
the trade to wait and see whether our decision was going to stand. 

They were putting on all types of pressure in order to try to get the 
decision canceled, which is still before this committee at the present 
time. The result is that they have not been working on barter pro- 
Posals like they will if and when the decision is finally firmed up to the 
point where they will know just exactly what the rules are. 

The CuarrMan. I will now turn the interrogation over to Mr. Poage 
for a statement, and perhaps he can clarify the matter to some extent. 

Mr. Poace. Mr. Chairman, I would be glad to make an attempt 
to clarify some of the questions which may be in the minds of the 
various members of the committee. I think the chairman, not having 
heard the 2 days’ testimony that we had, and the witnesses in con- 
nection with the subject, has ipa pe gotten a wrong idea. I do 
not believe we have cleared it up as yet, and maybe I got the wrong 
idea, too, in the hearing. 

As I understand the thing, we have never had what this Congress 
visualized as “‘barter.’’? Congress put the name into the barter picture. 
You can call it “fire engine,” but it doesn’t make it a fire engine. You 
can call these transactions ‘barter,’ and we do call them barter, 


but they are not barter, although technically they may comply with 
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the requirements of Public Law 480. However , they are not the kind 
of transactions that you and | speak of as “barter, ’ Mr. Chairman. 
They are not trading a sack of wheat for a couple ‘of hens. That is 
barter, as I understand it. However, the Department has not made 
any such trades as that except in possibly three instances. 

Mr. Bercer. That is right. 

Mr. Poaaer. By and large, what you have done has been to sell 
goods for money? 

Mr. BerGer. Yes, sir. 

Mr. Poagsr. And you have then gone out and purchased other 
goods for money? 

Mr. Brercer. That is correct. 

Mr. Poace. You have received the money for the wheat, for the 
cotton, and for the oil, and for the corn, and for the meat and milk 
that you have sold? 

Mr. Brercer. Yes, sir. 

Mr. Poacr. You have received the money in all but three cases? 

Mr. Bercer. That is my recollection. 

The CuairmMan. Let me interrupt to say this: The act initially 
contemplated just what Mr. Poage has stated. 

Mr. Poaas. But, Mr. Chairman—— 

Mr. Bercer. Except that is not the way it worked out. 

Mr. PoaGce. No; that is not the way it works. Let me follow it 
through. That is not the way it works. It works just like all foreign 
trade works. As I see it, all foreign trade works, and has to work, 
except to the extent that we subsidize it, as barter. There is not 
anything in foreign trade except barter if you use this definition of 
“barter.” All foreign trade works that way except when there is 
settlement in gold balances, and there is not any settlement in gold 
balances in this case. You might say that all foreign trade, except as 
settled by United States gifts, is done on a barter basis. It has to be, 
because in foreign trade, when we sell abroad for cash, we contemplate 
ultimately taking something of equal value back to the United States. 

The CHairMAN. When you negotiate an agreement with a foreign 
country under the barter provisions of the law, is it not understood 
that if this other country will accept 50,000 bales of American cotton 
from us, we will in turn buy certain strategic materials from them? 

Mr. Bercrr. That is what we say. 

Mr. Poacs. That is in their negotiating agreements. 

Mr. Brercer. That is what we say under our new rules. 

Mr. Poagx. They do not negotiate direct with the foreign coun- 
tries, Mr. Chairman. 

The Cuarrman. Do you do that, or do you not do it? 

Mr. Brercer. That is what we want to do under the new rules, 
except that we do not do business with the countries; we do business 
with the exporters in that country. 

The CHairman. I do not mean with the countries. 

Mr. Berger. No; that is right. 

The Cuarrman. To whomever you are selling, whether it be i" 
Spain, we will say, and whether it involves cotton, corn, wheat, 
whatnot, are you not obligated to buy the same dollar volume ca 
of their market of strategic materials? 

Mr. Bercer, That is not the wey it has been working, Mr. 
Chairman, 
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Mr. Poace. Mr. Chairman, I think we can make it a little shorter 
if we follow this line of thought: They do not do business with foreign 
countries. They do not trade in Spain; they do not trade in Brazil, 
but they trade in New York City. That is where they make their 
trades. They trade with American exporters and American trading 
companies. They do not trade with foreign people; they trade with 
American firms entirely. 

The CuarrMan. Mr. Poage, I know that is true, and I know they 
do it through normal trade channels, but I have said that the sale of 
these surplus commodities under this section of the law certainly con- 
templates a purchase of the same dollar value out of the same market 
into which you sell. 

Mr. Brercer. No. 

Mr. Poaaer. No; it does not. 

Mr. Bercer. That is not what happens. 

Mr. Poacer. That is exactly what I am trying to explain to the 
Chairman. 

The CHarrMan. It is not barter, then. 

Mr. PoaGe. No; it is not. 

The CHarrMan. Why did we put the word “barter” into the law? 

Mr. Hint. If the gentleman will yield to me for a moment I would 
like to make this observation: It is interesting to me because, first of 
all, before I ask any questions along the line of Mr. Poage’s statements 
and interrogations I would like you to listen to this in regard to lead 
and zine. 

Right at this very moment there is a terrific drive being made to 
put a high tariff on lead and zine, or raise it. 

Suppose you are trading wheat for lead and zinc, and we step in 
here and say we are going to raise the tariff? You upset the whole 
business. 

I think Mr. Poage put his finger on your difficulty. Do you oe 
any idea when you salle your “barter deal or when you sell whea 
and when you make the deal through a New York broker—let me 
ask you what power or what opportunity do you have to say exactly 
where that wheat is going to go? 

Mr. Bereoer. In case of the barter transactions? If they were done 
prior to May 28, you mean? 

Mr. Hitui. Yes. How can you tell where the wheat is going? 

Mr. Bercer. The exporter that was selling the wheat in the foreign 
countries could sell it in any free country in the world. 

Mr. Hitt. You have no control over that exporter as to what 
country receives the commodities? 

Mr. Bercer. That is correct. 

Mr. Hitu. And it does not stop the selling of our agricultural 
products to that country. We are not talking with understanding 
behind our statements, because this broker can take this wheat and 
send it to a country which did not need it at all, and that country 
could sell other materials or the wheat itself to some country where 
we had been selling wheat. 

Am I correct on that? That is exactly what has been going on. 

Mr. McLain. What we are trying to do under the new systein is to 
know for sure where this wheat is going so that we know we are getting 
some additional sales. 

Mr. Hitt. I am just using wheat as an illustration, but it is true of 
everything including cotton, corn, and every other surplus agricultural 
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commodity. You have no way of knowing where these commodities 
will go; do you? 

The CuHarrMan. He did not tell me he knew. 

Mr. McLain. Under the new program we will, but under the old 
one we did not. 

The CHarrmMan. Under the new program you will know what 
country will receive the American surplus? 

Mr. McLain. Yes, sir. 

The CuHarrmMan. Under the old program vou did not know? 

Mr. McLain. That is right. 

The CuarrmMan. How can vou possibly consider it a barter transac- 
tion? 

Mr. Hiti. That is just what we called it here. They never did eall 
it a barter program. 

The CuarrMan. That was not my understanding. 

Mr. Hitt. When you make a barter from one person to another, 
the third party never enters it. It is easy enough for me to see and 
[ am sure Mr. Poage understood it all the time. The second or third 
party or fourth party are the parties that are making the money, and 
the De ocala nt of Agriculture gets a darned good trimming because 
these parties are getting a lot of our surplus and the CCC is losing the 
money, and that loss is charged up to the agricultural operations of this 
country. 

Mr. Poace. I do not want to go that far. 

Mr. Hinu. That is the result whether you want to go that far or not. 

Mr. Poacr. I do not understand it to do that. 

Mr. Hitt. Do they not still keep this money that the CCC had in 
this particular commodity as a charge against the loss in agriculture? 

Mr. Poace. No; the CCC sells for United States currence y. 

Mr. Hitz. They do not sell because they do not get the money. 

Mr. Poaar. Follow me, Mr. Berger, if you will, and I will see if we 
can clear this up: 

You get the money for every bale of cotton you sell, and every bushel 
of wheat, do you not? 

In other words, you get the market price for those commodities? 

Mr. Bercer. Eventually we will. We do tie up some funds while 
we are waiting for reimbursement. 

Mr. Poacr. You tie up some funds as a result of the credit which 
you have extended, and which you have authorized them, and for 
which you have given them additional time in which to pay. For in- 
stance, in some cases they have had 2 vears, and that is one of the 
matters of controversy, and I do not know that I could fall out with 
you about that part of this program. 

Mr. Bercer. That is right. 

Mr. Poacr. However, that is one of the things that has caused the 
controversy ; that is, the shortening of the lag time that you give these 
people to deliver? 

Mr. Bercrer. That is right. 

Mr. PoaGce. Do you, in turn, agree that you will buy from them 
the things that are listed on this list? 

Mr. Brercer. Yes, sir. 

Mr. Poacr. And the list changes from time to time; that is right; 
is it not? 

Mr. Bercer. That is correct. 

95541—57——6 
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Mr. PoaGcr. And, as a matter of fact, one of the complaints of these 
dealers is that they do not even get a notice when the list changes. 
It seems strange, but I have been told that some of these people 
claim that the list was changed last October, and they did not know 
anything about it until January. They tried to make some deliveries 
of industrial diamonds and then when they attempted to do that, they 
found that they were no longer on the list. 

I do not understand that you make the list; is that right? 

Mr. Bercer. That is correct. 

Mr. Poace. You do not make the list? 

Mr. Bercer. That is correct. 

Mr. Poace. You get that list from the strategic stockpile people? 

Mr. Bercer. We get it from ODM. 

Mr. Poacr. And they change that list from time to time, and con- 
sequently a man in order to pay vou off must pay off with something 
that is currently on the list? 

Mr. Beraer. Yes, sir. 

Mr. Poace. And the reason for that is, as | understand it—I think 
right here is the answer to your question, and to some of the others 
you have been getting some things that you did not want and that 
you could not unload on ODM. You have actually acquired some 
commodities that you have to take in storage, and if vou cannot pass 
them on to ODM then, of course, vou do not get yvour money out of 
the commodity; is that right? 

Mr. Rawuines. That is not quite right, sir. We do not acquire 
anything unless ODM has specifically set out the name of the material 
and the quantity that we were authorized to acquire through barter 
for the national stockpile. We hold what we acquire in inventory 
until such time as we can transfer it to ODM and be reimbursed out 
of the appropriation they get for the national stockpile. In the case 
of the supplemental stoc kpile, which is over and above the national 
stockpile, we still acquire only the particular material which the, 
need within the quantity limits they give us. They also give us a 
directive on the supplemental and, when we acquire it, we transfer it 
to the Office of Defense Mobilization. That is carried on our books 
as accounts receivable until such time as they can request the Congress 
for appropriations by authority of the Agricultural Act of 1956. We 
have some materials right now which have been delivered and 
which—— 

Mr. Poacr. And you do not like to get those materials?) You do 
not like to get your capital stock tied up in something for which you 
cannot immediately get the money, and that is natural? 

Mr. Raw.tnas. Yes, sir. | 

Mr. Poacr. It seems a logical thing to avoid taking these com- 
modities which might tie up your capital stock and for which you 
might at least have a substantial delay in getting your money because 
you do not want to have industrial diamonds, manganese or chrome 
you do not want to have any of these metals or materials on your 
hands? 

Mr. Rawuinecs. That is right. 

Mr. PoaGce. You would rather keep this agricultural stock than to 
keep those metals and materials because you have a better chance of 
getting rid of your present stock than vou have of those metals and 
other strategic materials unless ODM will take them? 
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Mr. Rawuinas. No, sir; we have not refused to do it. 

Mr. Poaaer. | did not say you had refused. 

Mr. Rawtiinas. We have not refused to take anything. 

Mr. Poaae. I said you did not want to adopt a policy that would 
unload those items on vou unless vou had an assured outlet 

Mr. Rawuinas. We have not refused to take anyiiing on the ODM 
list, provided that the market conditions were right. 

Mr. Poaae. I understand that. lam not charging you with violat- 
ing the law. Iam saving that you do not want as a policy to acquire 
things that vou will have to hold for any extended period of time; do 
vou? 

Mr. McLain. | would put it this wav, Mr. Poage: If we were sure 
that we were getting additional sales for our agricultural products, 
we would not have any questions in this area at all. We would be 
perfectly willing to do it because, frankly, it costs less to store many 
of these materials than it does agricultural products, and they are 
more storable. We would not particularly mind that if we were 
getting additional sales, but we do not want to replace dollar sales 
with « transaction like this. 

Mr. Poace. I know it, and that is what Mr. Cooley has been asking 
about. It does not seem to me that vou have any very definite 
figures. It seems to me that this so-called barter transaction—and 
I do not think it is barter, but we cannot quarrel about the name— 
whatever it is, these transactions have added to the total volume of 
movement of American goods. There is a bigger total volume as a 
result of this program than there was before we had it. 

Mr. Berasr. Agricultural surpluses, or total exports? 

Mr. Poage. Agricultural surpluses. 

Mr. Beracer. Naturally, we have had good export sales in the past 
vear or for several vears, but there are several reasons behind that, 
not just barter. I do not think barter has increased our sales very 
much. 

The CuHarrmMan. Mr. MeLain made a statement that questioned 
the adequacy of these conclusions. The impression was that the 
Department of Agriculture was being taken for a ride on this program 
and sustained losses. As a matter of fact, you have not lost a dollar 
on the program, have you? 

You cannot lose a dollar because “pa sell. When you sell you 
finally get your dollars from the ODM, or some other agency. You 
are reimbursed and the ‘y replace dollar for dollar everything that goes 
out of the CCC under this program? 

Mr. Bercer. Mr. Chairman, it costs money to carry on the pro- 
gram? 

The CHarrMan. You mean from the administrative standpoint? 

Mr. Beraer. Yes; No. | 

No. 2, we do run a certain market risk on the commodities that are 
in our stockpile; that is, in the CCC inventory. 

The CHarrmMan. How much have you lost? Can you tell the 
committee right now how much you lost? 

Mr. Bercer. I do not suppose that at this point we have lost much. 
We have likely shown some gain. 

The CuarrMAN. That is what I was going to point out. On some 
of these transactions, you actually may have had some profit. As far 
as the CCC is concerned, regardless of the machinery that is used and 
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the techniques that are employed, vou come out with a barter transac- 
tion insofar as the books of the CCC are concerned; am I right? 

Mr. Bercer. If we get paid for everything. Congress appropriates 
the money for us and we do not have any market losses. We cannot 
have market losses. In one of our stockpiles we have a one-way street 
on the market. 

The CuarrMan. Do you have to get it paid for? 

Mr. Brercer. We have no advantage to go on the up side of the 
market—if it goes up—but we have to take any losses if we 

The CHarrMAN. You mean you turn those over to the ODM and 
the ODM reimburses the CCC? 

Mr. Beraer. | say there is a market rising and that is in the 
supplemental stockpile. 

The CxarrMan. You have concluded almost a_ billion dollars’ 
worth of transactions and you never lost any money and then all of 
a sudden you stopped the transactions because you say that you think 
you displaced some dollar transactions? 

Mr. Beraer. That is correct. 

The CHatrmMan. You cannot tell us where vou displaced the dollar 
transactions. Can you answer that? 

Mr. Bercer. Mr. Chairman, the only question that I can ask the 
people who have been selling the strategic materials that have been 
taken out of our stockpiles is, What did you get for that material 
when you sold it? In 99 percent of the cases they will have to. tell 
you that they got a good, solid currency for it. 

The Cuarrman. You do not get dollars for what vou sell? 

Mr. Bercer. No, I admit that, but we are merely replacing the 
cash sales. 

The CHatrmMan. You do not get dollars for what you sell. You 
get dollars for whatever you deliver to the Department? 

Mr. Rawutnes. On your earlier question, I would like to give you 
a figure. The House Appropriations Committee did not grant the re- 
quest for appropriations for the national stockpile and the Senate 
restored some of it, | understand. We are still holding $99.2 million 
in inventory for the national stockpile, which does not have money to 
reimburse us. Since we swapped our assets, we are still paying the 
Treasury 3% percent interest. Under the supplemental- 

The CuarrMan. Those are assets, not materials. 

Mr. Bercer. That may have a market value. 

The Cuarrman. I know, but they are not deteriorating in storage 
and the storage cost is not to be compared with the storage cost on 
the commodity disposal program. 

Mr. Rawurnas. No, sir; they do not compare with storage costs for 
agricultural commodities. 

Mr. Hitt. I was going to call the chairman’s attention to the fact 
that some of this strategic material has taken a terrific drop now. 

Who is really going to absorb that depreciation in the price of zinc, 
for example? 

Mr. Rawutnas. In the case of zinc, the CCC. 

Mr. Hiuu. It seems to me not fair for the Agriculture Department, 
when you have to come to the Congress for an appropriation, to sup- 
ply funds for the CCC again. 

Mr. Rawurnes. We do not do that. 

The CHarrMan. The ODM has to reimburse the CCC; does it not? 
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Mr. Breraer. For the market value only. 

The CHarrMaAn. The market value as of the time they told you 
they needed it? 

Mr. Breraer. In the case of lead and zine, we would have to take 
the market value as of the time of transfer to ODM. They do not 
have to pay us more than the lower of the market value at the time of 
such transfer or our investment in the material. We have a one-way 
street on that. 

Mr. Hii. I do not go along with what the chairman said at all, 
because we do have to make up these absorptions by the CCC in these 
losses. We make it up in appropriations, whether this year, next year, 
or 10 years from now. It does not make any difference. 

The CuarrMAN. The gentleman from Colorado has just heard them 
say they did not lose any money on the program. 

‘You have not lost any money to date? You have a market list 
involved and you might make a profit? 

Mr. Hix. I do not see how you possibly could. 

Mr. Rawuineos. If I might explain this—— 

The CHairMAN. Let us get this straight. Did you not say that to 
date you have not sustained any losses? 

Mr. Rawunes. We have not been reimbursed yet. There are two 
things we are talking about. One is the —- stockpile. 

I just mentioned the $99 million for this year, but if and when they 
get funds, the national stockpile material will “i transferred to them 
at the price at which we acquired it. In the meantime we are paying 
storage on our inventory. If the barter transactions have displaced 
cash sales, we have had that much loss plus the loss of interest we 
pay on borrowed funds. On the other hand, had we sold for cash 
instead of materials we would have avoided these charges. In the 
supplemental case—and that includes lead and zine—under the 
Agriculture Act, we are reimbursed at the domestic market price or 
at the CCC investment, whichever is lower. 

As you know, we took zinc in at 13% cents and lead at around 16 
cents. It was the ODM price and I think lead is now something 
like 

Mr. Dixon. Ten cents. 

Mr. Rawutneos. Lead is 13 or 13%. It is somewhere around there. 
When we request funds, we will take the loss of more than 20 or 25 
percent on those 2 items, because of the drop in the market and 
because we have transferred those 2 items to accounts receivable on 
our books. That will fix the price. 

The CuarrMan. There is the possibility of a loss on the inventory 
that you now have? 

Mr. Rawurnes. If you take the whole inventory, I would have to 
make a recapitulation. 

The CHarrMaNn. The loss you might sustain on the inventories you 
now have will be almost inconsequential compared to the losses you 
would have sustained on the former transaction? 

Mr. Berger. That is true. 

Mr. Rawuinas. We feel that would depend on whether you could 
have sold the agricultural commodities at the high rates of export. 
If you could have sold for cash but exchanged them for materials 
instead, obviously vou have sustained a loss. 
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The CuHarrmMan. Are you not proud of the fact that you have con- 
summated a billion dollars worth of transactions and have not lost 
any money? It seems to me you should be proud of that. 

Mr. Bercer. I thought you put the question to Mr. Rawlings. 

I am proud of his record. 

The CuHarrMan. You are proud of his record but is he proud of his 
own record. 

Mr. Beraer. He bas done a very good job on a tough situation. 

Mr. Rawuinas. | am always interested in doing barter wherever | 
can, wherever it is in accordance with policy. 

Mr. Smmpson. If there has ever been any business that the Federal 
Government has not lost money on, whatever it is, 1 would like to 
know what it is. 

Mr. Hi. Let me ask a question here. 

Mr. Bercer. Mr. Cooley, in response to Mr. Simpson, I might say 
tobacco. 

Mr. Hiuu. | would like to ask this question: If vou make a barter 
deal with a country and send them our material, you do not make the 
deal with the country but you make it through the New York broker. 
If that country takes in surplus material of ours and deals it off to a 
country with which we have made a straight sale for dollars, you may 
think you have helped agriculture but, according to my thinking, you 
have hurt our chance to sell this material, 

Am I correct in thinking that? 

Mr. RawLinGs. Sir, in our contracts 

Mr. Bercer. Do not get into contracts. He is talking about 
theory here, I believe. 

Mr. Hiuy. That is right. 

Mr. Bercer. I think this is a very important point that the com- 
mittee should take into consideration. In our barter contracts, in the 
last 2 years, as I analyze it personally, | consider that the men who 
are handling our surplus commodities under the contracts had a slight 
advantage in the export market pricewise. Still, they were going 
abroad and selling their merchandise in competition with the tre- 
mendous volume that we were selling over there in the free market. 
They were gradually breaking the market on us because of the little 
advantage they had in our barter transaction. That has been one of 
the big reasons why I have recommended to the Secretary of Agri- 
culture that we stop that foolishness. We were hurting our own 
market against ourselves and our own cash sales. 

The CuairMAN. You said that you recommended to the Secretary 
to stop the transaction and did he stop that? 

Mr. Bercer. He stopped the transactions of the kind that we were 
doing before. We are still willing to do true barter. 

Mr. Hixi. The question | wanted to ask is this: Under the exchange 
that you are going to make, or are making, vou can more than trade 
our surplus on a barter basis than you could possibly do where you are 
going to a broker who has no authority and who is finally going to 
wind up with the surplus product. 

Mr. Bercer. That is correct. 

Mr. Hint. That is all. 

The CuarrMan. During the entire program, vou had only three real 
barter transactions? 

Mr. Brercer. That is correct. 
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The CuarrmMan. You do not have any in the making at the moment? 

Mr. Bercer. Yes, we do. We will have some more but we 
recognize that our barter volume will be down. 

The CHarrMan. For the record, can either one of you gentlemen 
describe one of the barter transactions under the old program, in 
simple language, that can be understood? That is, can vou tell us 
how it is negotiated and consummated? 

Mr. Bercer. Tom, do you want to take that one? 

I think he can do a better job because he works with it all the time. 

The CHarrMan. Give us the specific deal, if you can. 

Mr. Bercer. Under the old program. 

Mr. RawurnGs. I do not remember the firm’s name— 

Mr. Bereer. | do not think that should be placed in the record 
anyway. 

Mr. Rawuines. X firm comes in to us and makes a written offer of 
beryl ore. That is within our procurement directive. They offer a 
specific price per pound with certain delivery schedules and other 
technicalities and specify conformance with national stockpile speci- 
fications. 

Mr. Simpson. I do not understand what you mean when you said 
“‘X firm made an offer on some commodity.”” What is it? 

Mr. Rawuirnes. Beryl ore. B-e-r-y-l o-r-e. 

The Cuarrman. What is this beryl ore that you are talking about? 

Mr. Rawurnes. Let us change it. 

X firm makes an offer for ferromanganese. Ferromanganese is 
used in the steel industry and is very important. 

They offer this ferromanganese to us at a price and say that it meets 
the specifications of the national stockpile. All offers have to meet 
the specifications. We have a service agreement with the General 
Services Administration because we can see no reason to build up a 
large organization of experts which will duplicate an organization in 
existence. So we transmit the offe ‘Ton ferromanganese to the General 
Services Administration and say, ‘Tell us whether this price is fair 
market value or below, and whether you recommend this price be 
accepted.’’ We also ask that they give us any other technical infor- 
mation we need to know. Then we get a written statement from 
them. 

The firm agreed to accept in return for ferromanganese any agri- 
cultural commodities (under the old system) that were available in the 
CCC inventory. You have to base your contract on at least one 
commodity, wheat, in this case, but they take any commodity that is 
available and they take it at the export sale price. Thev use the 
monthly sales announcement of the general sales manager. 

Wheat is the only one where you get daily quoted prices. The 
others are all on a bid basis. Cotton is on a bid basis. 

After we send them a telegram accepting their offer, subject to the 
execution of a mutually satisfac tory contract which Mr. Berger would 
eventually sign, we proceed to work out the details of the contract. 
We have many restrictions and a number of factors to safeguard. 

Contracts run from 15 to 25 pages and are very technical. 

If we are satisfied and make a telegraphic acceptance of the offer, 
the contractors send us a wire confirming it and we pick it up as an 
obligation at this point. Then they can put up cash (under the old 
system) and take agricultural commodities in advance of the signing 





84 BARTER AND STOCKPILING POLICY 


of the contract under conditions which fully protect CCC financially 
when the contract is signed, they can convert that cash into irrevoc ‘able 
letters of credit covering the agricultural commodities. They also 
have to put up separately an irrevocable dollar letter of credit to 
guarantee performance, namely, that they are going to ship this ferro- 
manganese to us. Then they take their commodity, sell it in the 
world market, and get dollars or dollar equivalent, or whatever they 
can sell it for. Under the old system they have the use of those funds 
until such time as they might have to furnish to the other firm the 
payment for the minerals or the ferromanganese on schedule. When 
they deliver the manganese, or a certain proportion of the total 
quantity, we give them credit and reduce the dollar letter of credit to 
the extent that they have satisfied their obligation. 

After we get the material in hand we hold it until we can transfer it. 
If it is for the supplemental stockpile, it is transferred almost immedi- 
ately, but we have to await reimbursement by appropriation. 

If it is a national stockpile item we have to wait for an actual 
appropriation to ODM and then wait to be reimbursed by ODM. 

Mr. Simpson. Is that a barter transaction? 

Mr. Rawtinos. That is a barter transaction. 

Mr. Simpson. You have only made three barter transactions? 

Mr. Rawuines. No. I deseribed the barter transaction under the 
old system. 

Mr. Simpson. You only made three of them? 

Mr. Rawuines. No, sir; only three which we said are nearest true 
barter. I have not described those. 

Mr. Simpson. You have to go through all of that so that I wonder 
how you made that many. 

Mr. Bercer. That is what we did for $900 million worth. 

The CHatrman. You described a situation that is involved in the 
market transaction and in the transaction that vou have just finished 
describing it is contemplated that vou would buy certain minerals and 
it was likewise contemplated that you would sell certain surplus com- 
modities, was it not? 

Mr. Rawuines. We gave them the whole range; ves, sir. 

The CuatrmMan. In other words, you were getting rid of surplus 
commodities and acquiring strategic materials? 

Mr. Rawuinas. You might say “Yes’’. On the other hand, if you 
have a commodity such as a grain sorghum at that time of the year 
when only 10 million bushels were left and barter contractors get it, 
in all likelihood they supplanted one of the other export firms which 
would have bid in the grain sorghums for cash and sold them in the 
world market, too. There is a case in which cash sales have been 
displaced. It is difficult to prove but you can be pretty sure that 
CCC could have obtained immediate reimbursement for the last 10 
million bushels of grain sorghum which would have been sold in the 
world market. 

Mr. Hitz. Let me ask a question right here. You say there is 
nothing wrong with that, but there is something that I see terrifically 
wrong with it. That is this: The Department itself in making this 
barter has no power whatever as to who gets the surplus product. It 
might go to someone who is our good frie snd and still purchasing agri- 
cultural products. Then, they do not buy a nickel’s worth any more 
and then you are through; not only through, but for good. We have 
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lost them as customers because of the kind of treatment we have been 
giving them. It seems to me there is a lot of difficulty right at that 
particular point. 

Mr. Harvey. Would the gentlemen yield? 

Mr. Hi. I want to find out if you have any control over whether 
the jobber or agent sells the surplus product. It seems to me that if 
we are going to build up surplus trade for foreign products, we have 
to have some say about what nations we are going to deal with in the 
final consumption of those products. As far as | am concerned, you 
are going just as far away from barter—just as this centleman ex- 
plained—it is not barter at all. It is just throwing it wide open to 
world trade. 

The CuatrMan. Is that right, Mr. Rawlings? Did you not say 
something like that? Did you ‘not say that in every one of these 
transactions two things were contemplated ; one would be getting rid 
of surplus commodities and the other 1s that we are acquiring strategic 
materials? 

Mr. Rawuines. We are getting rid of agricultural commodities, not 
necessarily surplus. 

The CHarrmMan. Do we have any commodities that are not in 
surplus? The commodities owned by the CCC are the ones that‘you 
get rid of? 

Mr. Bercer. Only the ones that we have in inventory in CCC s 
far as barter transactions are concerned. 

The Cuairman. Every transaction contemplates a disposal of sur- 
plus commodities and acquiring strategic materials? 

Mr. Bercer. That is true. 

The CHairMan. You have used different techniques, as you testified 
a minute ago, but you ultimately end up with this arrangement and the 
CCC gets rid of surplus commodities. The ODM ends up with 
strategic materials? 

Mr. Brereer. The only question is, have they gotten rid of addi- 
tional surplus commodities after going through all of this redtape? 
That is the thing we questioned very definitely. 

The Cuarrman. You do not think though that you are going to sell 
surplus commodities in a market knowing that you are going to 
acquire strategic materials that would encourage— 

Mr. Beraerr. I do not agree with that. I know that many people 
of the trade insist that that is true, but I think that when a man 
works on a sale he works on a profit basis and he is on an obligation 
basis on a barter transaction. 

Mr. Hacen. Will vou have him describe what he thinks is a true 
barter transaction? You have not described that yet. 

The CHarrmMan. What is a true barter transaction under this 
program? 

Mr. Rawuines. I will take the case of the ferromanganese again. 
In this case, the manganese comes from Germany. They made the 
same kind of offer to us. There were some negotiations on price, and 
we made the same reference to the General Services Administration 
for approval of the price. In this case, the contractor agreed to and 
did ship wheat to Germany. At that time, Germany had not been 
acquiring any wheat from us but actually had been getting quite « 
bit of wheat from Turkey for 3 years. 
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Mr. PoaGce. Let me ask you about Turkish wheat to Germany. 

Mr. Bercer. That was before the time I am talking about. If 
you are referring to some of the ICA program and title I program, we 
had some barter transactions with Turkey. Chrome is one example. 

Mr. Poage. They have not exported any wheat for the last 2 years; 
is that right? 

Mr. Beraer. | do not know, but that is probably right. 

Mr. Rawuines. That is correct. 

Mr. PoaGce. You mean this happened about 1954, or something of 
that kind? 

Mr. Bercer. At the time the contract was signed, it was in the 
spring of 1955. 

Mr. Rawuines. The previous fall, in 1954, Turkey had a bad crop. 

Mr. Poacr. Then was the fact that T urkey had a bad crop the 
reason the Germans were willing to buy the wheat from the United 
States? 

Mr. Rawuines. That probably was it. 

Mr. Poagr. In other words, vou do not see how you could escape 
the proposition that the United States would have sold that wheat 
anyhow in Germany? 

I think it is the same thing you have been telling us all along. 
Somebody found a sale and you do not make a sale unless somebody 
has something to give you. Germany now has dollars. In 1954, 
Germany Was a little short of dollars and it was a good deal easier 
to send us ferromanganese than it was to send us dollars. T hey paid 
the same price for the wheat, you might say, that they would have 
paid in dollars? 

Mr. Rawuinas. Yes, sir. 

Mr. Poagr. Simply because they had more ferromanganese than 
dollars we took ferromanganese. That is all that happens in any 
of these instances, is it not? Nobody makes these trades with us 
unless they have to have more of something or unless somebody 
happens to have more of these commodities than they have dollars. 
In these countries where you are talking about a nation-to-nation 
trade, it is surely a question of what they “have in the w ay of dollars. 
You have not made any of these trades with Venezuela, have you? 

Mr. Rawuines. Not to my knowledge. 

Mr. Poacr. Venezuela does not have any shortage of dollars. 
They ship us iron ore and petroleum and get dollars in return. When 
they buy our goods they pay dollars. 

If you were dealing with Paraguay, which has no dollars, then 
you would make one of these deals. You do this where you cannot 
make a straight dollar trade. Is not that pretty well what happens 
in all of these instances? 

Mr. BerGer. That is true. 

Mr. PoaGe. All you have been doing is getting the help of the trade 
to find out the places where somebody could deliver some commodity 
easier than they could deliver dollars, is that not it? 

That develops trade. It does not reduce it. It adds to the total 
volume of trade rather than reduce it. 

The normal channels of trade have not found all of these places 
and they never will find them unless it is profitable to do it. We have 
system here that has made it profitable for somebody to go out and 
hunt these things. Somebody sent a lot of agents all over the world 
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and they did not send them as missionaries. They did not send them 
for the purpose of building up anybody else’s economy but their own. 
They sent them because there was a profit for them to do some trading. 
They have them all over the world and they did build up some business 
and we sold nearly a billion dollars worth of American agricultural 
surpluses. Now it seems ridiculous that where we have a system 
that has disposed of a billion dollars worth of goods—where we got 
what we wanted—and these strategic materials were worth as much to 
us as the dollars we paid for them, were they not? We only paid the 
world price, did we not? You took them on bids, did you not? 

Mr. Rawuines. No, but they are certainly not bought for more 
than the fair market value. 

Mr. Poacr. We did not get stuck on that. We got our money’s 
worth and we got what we needed. How in the world could any other 
trade be more valuable to us if we got the fair price in the form of the 
goods that the United States needs? How in the world would it do 
us any more good to trade cotton in the normal channels of trade, or 
how could that have been more valuable to the United States? 

Mr. Bercer. I missed your last question. 

Mr. Poagr. How would it have been of any more help to the 
United States to have an American cotton merchant ship that cotton, 
as thev have been doing for the last 50 vears? I do not want to tie 
it down to one thing, but how would it have been of any more value 
to the people of the United States to have Carghill ship a shipload 
of wheat and get dollars for it and bring them back here, than if we 
spent those dollars for the things we needed? How would that be of 
any more use to us than the thing you have been doing? 

Mr. Bercer. The point is, we ‘do not think it has been helping us 
to sell any more. We think Carghill could have gone ahead and sold 
there for cash. 

Mr. Poacr. Had the Government sold it, how would the United 
States have been better off than by the transactions that you have 
been doing? We got a dollar’s worth in each instance? 

Mr. Bercer. That is correct. 

Mr. Poaare. We did not lose anything by it 

Mr. Beraser. Yes. 

Mr. Poacr. Mr. Rawlings told us that we got this at the world 
price. We did not pay more than the world price? 

Mr. Rawurnes. That is right. 

Mr. Bercer. I will tell you an important place where we might 
have been losing. In the barter transaction we are getting back to 
the free-interest transaction. In some cases you had very immedi- 
ate delivery on some foreign materials. We have some contracts 
that went along for 6 or 7 years in which persons could make delivery. 
On the average it has been a little less than 2 years—is that right, 
Tom? 

It has been a little less than 2 vears for the man who was to deliver 
the material. He had free use of the money from the time that he 
sold our surplus agriculture commodities and got them delivered into 
the world markets and got cash for them. Between that time and the 
time that he made delivery of the strategic materials he had free use 
of the money. 

Mr. Poacr. That did not make the material cost you any more? 

Mr. Bercrer. No, but that is what it does. 


» 
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Mr. Poager. It helped somebody but it did not cost you any more? 

Mr. Bercer. That is correct, but it did cost the American farmer. 
That is the man I am interested in. 

Mr. Poagn. How much did it cost the American farmer? 

Mr. Bercer. From the standpoint of the value he was getting for 
the grains that we were selling over there for cash—that extra interest 
margin was given the man who had a barter deal—and it gave him 
an opportunity to sell our surpluses in the world market at a little 
advantage over the man who was buying it on the open market and 
selling it over there for cash. Therefore, he was continually putting 
an extra market pressure on the world market at the time and weaken- 
ing it by a little advantage that he had because of that free interest 
factor. 

Mr. Poacer. Let us follow that a little further. That is one of the 
most interesting and fascinating statements that I have heard yet, 
because if that be true, whatever we have done the last year on cotton 
has been the most dastardly thing that has ever taken place. We 
certainly sold cotton or subsidized cotton in the world market. We 
are subsidizing wheat in the world market; are we not? 

Mr. Brercer. That is correct. 

Mr. PoaGe. There is not a bushel of wheat that leaves American 
shores that does not have 80 to 90 cents subsidy in it; is that right? 

Mr. Bercer. Yes, sir. 

Mr. Poace. You are telling us that the farmer is losing because of 
that subsidization of wheat and cotton in the world market? 

Mr. Bercrer. Mr. Chairman, regardless of the subsidy, it still has 
helped to drive down the world market on our agricultural surplus that 
we are selling in the world market. That I will stand on, not the sub- 
sidy. The subsidy is the same to each man. The subsidy is the same 
to the man who is buying cotton from us and selling it abroad and he is 
paying cash for it and he is selling it for cash. It is the same for the 
man who has gotten 80 cents a bushel subsidy on the wheat going out 
of the country. It is the same for the man who has paid cash for it. 
The world market is the one which has been weakened by the free 
interest rate. 

Mr. Poacsr. The world market has gone down because of our world 
subsidy? 

Mr. Bercer. That is true. 

Mr. PoaGe. Let us follow your philosophy a little further. You are 
afraid because somebody got some interest-free commodity. I never 
contended that you should give this free interest, but I am told, o1 
I was told here the other day, that 1 year would be adequate. 

Mr. Bercer. I think that you went stronger than that that day, 
Mr. Congressman. 

Mr. Poage. I am not trying to defend the long free ride you have 
been giving the trade, you have to give these fellows something to make 
it worth their while to get out and develop these markets. This free 
interest seems to be about as cheap a thing as you could give the mM. 
I do not think it hurts a farmer, but you say it hurts the farmer 

Mr. Berecur. Yes, sir. 

Mr. Poacr. You say that because the export man got free interest 
on that wheat for a year, and on each seabed of wheat, that would be, 
let us say, if the wheat were worth $2 

Mr. Bercer. Eight cents a bushel. 
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Mr. PoaGce. He probably also received 90 cents subsidy on that 
same wheat? 

Mr. Brereer. That is quite an advantage in the world market if 
you are selling against that man who does not have that. 

Mr. Poager. It is one-eighth of what 80 cents is. Then we have 
done 8 times as bad with our wheat-subsidy program. We are just 
about absolutely in a position where we have dstroyed all farmers 
with our wheat-subsidy program? 

Mr. Brercer. That is not the point. The man who handles the 
cash transaction has the same advantage with the 80 cents. Both 
have the same advantage. It is only the extra advantage of the man 
who has been on a barter deal. 

Mr. Poacr. The extra advantage that X firm gets does not hurt 
the farmer? 

Mr. Bercer. Yes; it does. 

Mr. Poacr. Mr. Farmer is interested in seeing his wheat move 
which would not otherwise move? 

Mr. BrerGer. No; but it drives the market down. 

Mr. PoaGce. Sure it does, but so would this 80 cents that the Gov- 
ernment is giving drive his market down. 

Mr. Brercer. No; he gets the same return on that. You must 
remember that vou are using wheat as an illustration. We have 
turned that back to private trade. 

Mr. Poace. The farmer got the same on the wheat? 

Mr. Bercer. No; he did not. 

Mr. Poacr. The Government bought his wheat. You did not have 
any wheat to sell except what you took from the farmers? 

Mr. Bercer. Mr. Poage, in case of wheat, we have turned the 
wheat back to private trade and it is being bought from the farmers. 
All we are doing now is to pay the subsidy on wheat 

Mr. PoaGce. You are paving the farmer the subsidy though? 

Mr. Beraer. We do that in both eases. 

Mr. Poacr. You are making that market pay the subsidy to the 
farmer? 

Mr. Bercer. That is correct. 

We do that if it is cash or barter sale. 

Mr. Poace. All I am trying to sav is that when vou tell us that the 
farmer is going to be hurt by this 

Mr. Bercer. That is correct. 1 still maintain that is correct. 

Mr. Poace. Is he absolutely ruined? 

Mr. Bercer. No. 

Mr. Poaace. He is 8 or 10 times ‘worse off? 

Mr. Bercer. It has the tendeney of driving the world market 
down where vou have one man with an advantage over the man doing 
a cash deal. 

Mr. Poaar. All you are saying is that we are not to export any- 
thing because 

Mr. Bercer. I did not say that. 

Mr. Poage. If you followed that philosophy and did not give any- 
body an opportunity to sell, you can just hold the price way up by 
never moving anything. If you do not sell anything, it does not ms ake 
much difference how high the price is. You can put a price of $10 a 
bushel on wheat but you cannot sell wheat then, and you have not 
achieved anything. You can tell us that we are going to make the 
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world price $2 and not give anybody 10 cents for selling it. We 
would rather have the $2, but if it takes $1.90 to move it, we are 
awfully glad to see it moved. All the farmer is getting is the support 
price anyway. 

The CHarrMaAn. Mr. Andresen? 

Mr. AnpRESEN. I would like to vield to Dr. Dixon for a short 
question. 

The CuarrMan. Mr. Andresen, I could have yielded to Dr. Dixon. 

Mr. ANDRESEN. Let me ask a question first and then I will vield. 

The CHarrmMan. You say Dr. Dixon wanted to be yielded to. | 
would be glad to vield to him. 

Mr. ANprRESEN. I would like to get a comment on this barter 
business. I think that I and other members of this committee 
visualize a barter transaction as a very simple thing. For instance, 
something comes up from ‘Texas and goes to Minnesota. Somebody 
may pick up a Holstein cow and trade that cow for a mule down in 
North Carolina. The man gets a commission probably on both ends, 
so he has made some money and he would not be in that unless he 
could make some money. 

From what you have told us here this morning these barter trans- 
actions are thus in name, but not in fact barter transactions. [s that 
correct? 

Mr. Bercer. That is correct. 

Mr. AnpreEsEN. I do not know how you are going to work a barter 
transaction unless you deal with individuals in a country or with the 
Government itself in accepting commodities from our surplus com- 
modities here for a strategic material in a particular country, As it 
is now, and the way it has been operating until you closed down on it, 
we do not know which country was going to get our surplus agricul- 
tural commodity and we did not know where that manganese was 
going to come from either, except that it was bought on the world 
market. If 1 am wrong in that, I would like to be corrected. 

Mr. Rawurncs. We did not make that requirement. We do not 
always know where the materials come from. Sometimes we would 
give a firm the opportunity of taking bismuth out of France or England 
but in those cases we always know the origin of the material grown on 
the bill of lading. We do know that it came from a friendly source 
and was within certain specific ground rules, for instance, in the ODM 
directive. In most instances we did know where the material was 
coming from. It varies from material to material. 

Mr. Hacen. Would the gentleman yield? 

You not only knew but it was required to come from that country? 

Mr. Brercer. In a number of cases it was absolutely required. 

Mr. ANDRESEN. That was my understanding. 

Mr. Brercer. On the agricultural commodities we let them have a 
free rein. 

Mr. ANDRESEN. Any country except a country behind the Lron 
Curtain, and then some of those countries? 

Mr. Bercer. No, sir. 

Mr. ANpDRESEN. | want to vield for a moment to Dr. Dixon. 

Mr. Dixon. Did the ODM stop buying lead and zine from you: 

Mr. Rawutnes. The only lead and zine which the ODM authorized 
us to procure by barter has been for the supplemental stockpile. 

Mr. Dixon. I do not know what that means. 


» 
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Mr. Rawiines. There are two stockpiles. One is the supple- 
mental stockpile which was established by Public Law 480 and that 
stockpile is sort of additional insurance. It is not acquired under the 
national stockpile, which is the minimum amount required to 

Mr. Dixon. What about the supplemental stockpile? 

Mr. Rawuines. In this case, we transferred title to the material to 
the supplemental stockpile and we asked Congress to be reimbursed. 

Mr. Dixon. Why did you temporarily stop the barter on lead and 
zinc? 

Mr. Rawuinas. We did that at the time we took this look prior to 
putting in the new program. 

Mr. Bercer. We did not stop it on lead and zine as lead and zine. 
We stopped ali of it until we had a chance to look this over and come 
to a decision as to what we should do. 

Mr. Drxon. In other words, because you could not get the money 
from your lead and zine and the cost of the barter program was 
defeating the purpose of the act 

Mr. Beraer. That is correct. 

Mr. Rawuinas. That is correct. 

Mr. Dixon. Will the new program resume barter on lead and zine? 

Mr. Rawuinas. We are glad to take lead and zine right now on 
the new basis. 

Mr. Bercer. Is that on the supplemental list? 

Mr. Rawurnes. Yes. 

Mr. Drxon. Vo you have any prospec ts of satisfactory contracts on 
the new basis for lead and zine’ 

Mr. RawuinGs. I do not have any firm offers that we have already 
accepted, but there has been interest expressed rather recently by 
contractors. So far, | do not have a firm offer on the new basis. 

Mr. Dixon. Where you can make the exchange without damaging 
the market for agriculture? 

Mr. Rawuines. That is right. 

Mr. Dixon. Thank you. 

The CuarrmMan. Mr. MelIntire? 

Mr. McIntire. Could you just answer one question? Do I under- 
stand correctly, Mr. Berger, that the program within the framework of 
the law within which these transactions were being made is not sought? 
You have changed the rules somewhat but you do have a program in 
effect now? You have new rules laid down? 

What are the specific differences, if you could enumerate them 
briefly, of change of rules? 

I think perhaps vou do not need to go back to the old program, but 
just what are the major points in which the new program differs from 
the old program? 

Mr. Bercer. I would like to say 

McMinian. Could vou explain how the deal worked on the 
old program? 

Mr. McIntire. You may want to follow up with an example, but 
first give me the specific points wherein the rules are changed. 

Mr. Bercer. Tom has them right here. 

Do you want to go down them, 1, 2, 3? 

Mr. McLarty. I have a copy of that before me, too. 

We already have them in the record. 
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Mr. McIntire. I would appreciate their being put in the record. 
] notice that in this press release it says that the program as revised 
contains the following principal provisions. When I read through 
this the thought occurred to me that I would like to ask just what 
differences are there from the previous program? 

Mr. Rawuines. The first point is the main point, that we have to 
be satisfied with is some showing that each transaction would mean 
a net increase in United States exports. In other words, that it will 
not displace regular dollar sales. 

In order to make the program more workable, under the second 
point, we have provided a list of countries which is attached to the 
press release and which will be revised quarterly. Any country not 
on that list is assumed to be an area in which a sale of the specified 
commodity may be assumed to be additional business. The next 
point is—— 

Mr. Dixon. In other words, if it is on the list, vou would not deal 
with them? 

Mr. Rawuings. If it is on the list, you must have a showing that 
it will be additional business. In other words, vou could send cotton 
to Australia but vou must show that it is additional business and not 
a displacement of normal sales. 

Mr. MclInvtre. In this list, on page 2 of your release, it states: 

The lists of countries to which specified commodities may not be exported under 
barter contracts without a special showing that the proposed transaction will result 
in a net increase in United States exports of the commodity are as follows 

Let’s take cotton. 

In other words, if an exporter or an importer, or the individual firm 
here which proposes a transaction with the Department, wanted to 
ship cotton into Cuba, then he would have to specifically show how 
this transaction increased the volume of cotton in Cuba over and above 
the normal sales to Cuba. 

Mr. Rawuinas. Yes, sir. 

Mr. McIntire. By the same token it is presumed that any country 
which is not on this list 

Mr. Rawurncs. Take Spain under cotton, for example. 

Mr. McIntire. Spain is not listed. 

Mr. Rawuincs. We are not requiring proof of increased exports in 
that instance. 

Mr. McIntire. Any transaction which this trader might initiate 
which would result in cotton shipped to Spain would be without ques- 
tion and a transaction which is permitted? 

Mr. Rawuinas. Yes, sir. 

The third point is that there must be a specific designation of the 
agricultural commodity involved. They must say what they want to 
ship—cotton, wheat, feed grains, and so on. 

Mr. McIntire. You are limiting this within inventory of Com- 
modity Credit Corporation, to a specific commodity? 

Mr. Rawurnegs. Yes. 

Mr. McIntire. You say, ‘We want to trade cotton.” 

Mr. RawutnGs. Yes, sir. 

Mr. McIntire. What other changes? 

Mr. Rawuines. The fourth point, if the contractor desires de- 
livery of the agricultural commodities prior to the time he is going to 
deliver the material to us, he must pay us interest for the time that 
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he has that money prior to the delivery of the strategic material. 
After all, he sold his commodities and he has free use of those funds. 

Mr. McIntire. Do I understand if he comes in with a proposition, 
and the schedule for delivery on that will begin January 1, 1958, he 
will take cotton? 

Mr. Rawuines. Now. 

Mr. McIntire. He can take it and he will take cotton for delivery 
September 1? 

Mr. Rawuinas. Yes, sir. 

Mr. McIntire. You are going to charge him interest on cotton 
taken out of Commodity Credit inventory for the time when that 
value was outstanding and not replaced by similar credit of man- 
ganese delivered to you up to that point? 

Mr. Rawuines. That is right. 

Mr. Hagen. How does that man have dollars? That country he 
is selling to does not have dollars; is that right? 

Mr. Rawuines. When a man takes cotton in September, he will 
not take it unless he has a sale for it. 

Mr. Hagen. He sells it into a country which does not have dollars; 
is that right? 

Mr. Rawuines. Under this program we will require him to show 
us where it is being sold. He gets something for it, either dollars or 
dollar equivalent, or he would not sell the cotton. 

Mr. McIntire. If 1 understand it correctly, he comes in with an 
offer to sell ferromanganese to the Commodity Credit Corporation. 
He says specifically that he will take cotton. 

He proves two things, one of which he already proved to his 
satisfaction. 

But if we pick the country of Spain, then he has only to satisfy 
himself that when that cotton goes to Spain he will get paid for it in 
currency which he can use. 

However, if he were to pick Finland, for example, to sell that 
cotton to, then he has to satisfy the Department that his transaction 
is over and above the normal trade. 

Mr. RawuinGs. That is right. 

Mr. Haaen. In most of these instances the purchaser is in a country 
which does not have dollars. I don’t see how the broker in this 
country gets anything until he gets the commodity he will deliver to 
you and receives payment. 

Mr. Rawuines. When he gets the commodity delivered to us he 
would have to pay for that in some way. Normally, he would have a 
sale or he would not take the cotton out of storage. 

Mr. McIntire. Another point as to the difference between these 
new rules and the old ones. 

Mr. Rawuines. Under the fifth point, the contractor must provide 
assurance to the CCC that the agricultural commodities will not be 
transshipped from the proven country of destination. 

Mr. McIntire. In other words, if he is going to sell to Spain he 
has to assure vou that that cotton is not going to be moved from Spain 
over to Denmark? 

Mr. Rawurnes. That is right. 

Mr. MeIntire. What further changes? 
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Mr. Rawuines. The sixth one is that material delivered under 
barter contract. may not be produced or processed in the United States 
but must be a foreign-produced material. 

Heretofore we did accept foreign-produced material which might be 
processed in the United States, provided the processing did not exceed 
50 percent of the value of it. 

In some cases prior to that we had taken some with a much higher 
percentage. 

Mr. McIntire. By this do I understand, holding to the example of 
ferromanganese, that you will insist that the ferromanganese ore which 
you bring in will not have to be upgraded in this country in order to 
make it eligible for delivery to you? 

Mr. Rawuines. That is correct. 

Mr. McIntire. In other words, it has to come into this country in 
a grade acceptable to the strategic stockpile requirements? 

Mr. Rawuincs. That is right. 

Mr. McIntire. And not reprocessed or upgraded in this country? 

Mr. Rawtuines. That is right. 

Mr. McIntire. Or downgraded, for that matter? 

Mr. RawurnGs. That is right. 

Mr. McIntire. What other changes? 

Mr. RawutnGs. Each barter contract for strategic or other material 
must designate the country of origin of the materials. In other words, 
we want to know the exact country which it is from and not give any 
leeway as we did in some cases in the past. We want to know out of 
which country it is coming. 

Mr. McIntire. He is coming in with an offer to sell you ferro- 
manganese and he has to specify it is coming out of Brazil and not 
Africa? 

Mr. Rawuines. That is right. 

Mr. McIntire. You have to be satisfied, before you feel that that 
contract has been fulfilled, that that ore originated in the country he 
specified in his contract? 

Mr. RawurnoGs. That is right. 

Mr. McIntire. Any others? 

Mr. Rawtrnes. Those are the main things. 

Mr. McIntire. Thank you very much, Mr. Chairman. 

Mr. Smiru. Last week I read in a reliable newspaper that the 
International Harvester Co. was selling their tractors and other equip- 
ment to Mexico and they were required to take cotton in exchange for 
their products. Do you gentlemen know anything about that? 

Mr. Brercer. I do not. 

Mr. Smiru. How is International Harvester Co. going to sell the 
cotton it gets in trade from Mexico? 

Mr. McLarty. Mr. Poage can answer this question. In general | 
know what is happening because of the cutrate prices we have on our 
exports of cotton. This is a step that the Mexican Government is 
taking to assure the Mexican Government that certain amounts of 
cotton will be exported out of Mexico. Because International Har- 
vester brings in certain materials from the United States, one of the 
requirements th>v have, and other countries have, is that they must 
agree to get so much cotton exported out of Mexico. 

Perhaps Mr. Poage can tell you why. 

Mr. Poace. Cotton does not move back into the United States 
except in transit. Just as wheat moves through Minneapolis in 
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transit, cotton moves into Brownsville or Laredo and into Corpus 
Christi or Houston and then moves on out. It moves under bond that 
it will not be used in the United States. It is moved on out. 

A lot of that cotton actually is shipped out of Corpus Christi, but it 
does not enter into American trade without forfeiture of the bond that 
is on it. We have not had trouble on that. 

I don’t know about the Mexican situation necessarily, but we have 
the example of the largest coffee dealer in the world. They got into it 
solely as a matter of getting money out from Brazil. 

When they sold their cotton they could not get their money back 
in the United States in dollars, but if they sold coffee under the 
exchange deal down there they could sell the coffee for dollars here in 
the United States and get their dollars back, so as a cotton firm they 
get into the coffee business solely to get their money out of their cotton 
into dollars. 

Some of these firms have had to do that in many countries, to get 
into an extra line of business to convert their product into dollars. 

I don’t know if International Harvester had to do it to get a permit 
to sell their implements or whether it was to get their money back. 
They would have difficulty bringing Mexican money into the United 
States the same as any other foreign currency. 

Mr. McLain. This was done to be sure cotton would be exported 
out of Mexico even though we set the price at a level they thought was 
interfering with what they normally would move. It was a guarantee 
Mexico would get their cotton exported. 

Mr. Situ. It is always difficult for me to understand all these 
foreign affairs deals we make all over the world. I cannot understand 
why somebody isn’t being hurt. 

Mr. McLain. This cotton does not interfere with any cotton here. 
It has to be exported to some other country other than the United 
States. 

Mr. Poace. That is right. 

The CuarrMan. I thank vou for coming up here. 

I should like to call Mr. Chambers. 


STATEMENT OF JUSTICE M. CHAMBERS 


Mr. CuamsBers. | appreciate the opportunity although I naturally 
was not expecting to be able to testify today. 

If I can speak specifically on some of the comments made earlier it 
might help the committee. 

I am Justice M. Chambers and I represent M. Golodetz of New York. 
We are international traders in many fields. We have been in busi- 
ness for some three generations, and I think a check of the records will 
show we have put into your strategic stockpile a lot of manganese as 
well as other ores and minerals. 

I am a little confused after listening to the testimony today. Mr. 
MckLai, in starting his testimony, said, among other things, that the 
barter program as we have described it, and there is some question as 
to whether it is a barter or exchange, that it had reached a point where 
it had deteriorated, where, in his opinion, it was in violation of the 
intent of Congress. 

Mr. Berger also was very specific that he felt the program had 
reached the point where it was displacing cash sales and it was a pro- 
gram which needed to be revised. 
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Mr. Berger testified just, recently before. a Senate committee on 
this subject, and I am sure this record is available to you, and at that 
time he said it was impossible to document this opinion that he had. 
I believe the Chair and others brought out the fact that this is merely 
a matter of opinion within the Department as to whether cash sales 
have been displaced. 

We talked about these traders who are handling the grain, exporting 
the grain. 

These are the same traders, same exporting companies that are 
handling all the grain that moves from the United States. They have 
testified unanimously before the Senate committee, and there may 
have been representations made to this committee, that in their opinion 
this so-called barter program has given them more flexibility and has 
helped, not hurt, cash sales. 

Sir, they are the experts, the ones doing this business for our coun- 
try. They are moving the grain from our farmers, moving the surplus 
grains for cash from CCC, handling the ICA program grains, handling 
barter grains, all of it. Their opinion seems to be to be very compe- 
tent on this point, and it is directly contrary to what Mr. Berger and 
Mr. MeLain have testilied to today. 

The record shows clearly that at a time when cash sales have been 
increasing that the barter program managed to crank in an edditional 
billion dollars worth of surplus disposals. 

You brought out clearly that it was not until Public Law 480 was 
enacted that you began to get this greater volume of export under the 
so-called barter program. 

Remember, sir, that that law provided it be done through private 
trade channels. Normally when you get into an exchange of a ma- 
terial for material, this is a government-to-government type of 
arrangement. 

The barter program has put since 480 was passed $680 million of 
our surpluses abroad. 

Remember that the wherewithal of paying CCC for this, and it is 
in the form of strategic materials, is the very essence on which this 
barter program is engendered. 

When the administration changed we had been buying manganese, 
chrome, and many of these things for dollars. Those transactions 
were stopped. There were some commodities for which dollar sales 
would be made. 

Immediately in India, Turkey, practically all of the nations of the 
world where they had been producing and selling to the stoc kpiling 
program for dollars, there was this oversupply of materials, and it was 
not until the barter program came in that there began to be an outlet 
for that particular material. 

This is material which we need. They have testified thev are 
taking only those things which ODM thinks they should take. Those 
are for the strategic and critical stockpile as distinct from strategic 
materials generally, which is a broader thing. 

So the essence of this so-called barter lies in the fact somebody has 
something virtually in surplus abroad which through international 
trade channels can be made available to us where we need it and take 
in exchange surplus agricultural commodities. 

Comment was made that agriculture had been taking a whipping 
on this stuff. I know of no transaction, certainly in our company’s 
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case, and I would like to say we have previously testified before 
Mr. Poage’s subcommittee and offered to make our books and records 
completely available to your staff if you want to look at it. 

There are no large profits in this but it is profitable or we would not 
be in it. At no time have we sold any commodity to the Department 
of Agriculture at world market prices. They have always been 
shrewd enough bargainers to get us below world prices, and cotton 
is at the quoted world market price. 

Mr. Berger testified that they will cut the program down. I 
submit, sir, virtually he should have said they will cut it out. As a 
prac tical thing they have made no transactions since before May 28. 
That is when their directive was issued. The program was suspe nded 
to make the study which led to the May 28 directive. 

I would like to stress one thing if I may. 

Apparently it is the opinion of some of the people in Agriculture 
that we in the trading business are holding back. Sir, we have worked 
extremely hard trying to make barters under the new criteria. We 
are one of those Mr. Rawlings referred to which had been displaying 
an interest lately. I will say we have. So far we have not been able 
to get beyond the point of an agreement with Agriculture that what 
we are offering perhaps may be right in price but we still have to meet 
this other criteria, and we have not been able to work out those 
arrangements. 

We are making a determined effort. If we can work under this 
program we obviously will do it. 

Getting back to my degree of confusion, I have here a handout called 
We’re Whittling Down Our Big Surpluses. It was put out by the 
Department of Agriculture in May of 1957. 

Gentlemen, this handout was issued at a time Secretary Benson 
made a speech in the Department of Agriculture. It was at a time 
when they had already suspended the barter program to make the 
study which was expressed in the May 28 directive. 

In this they quite proudly point out they had been moving their 
surpluses. The first item is dollar sales. 

The second item is barter. 

Barter was developed to simplify problems connected with exchange 
difficulties. Through this program they say they have swapped $1 
billion worth of farm surpluses for strategic foreign materials and other 
defense needs instead of spending additional dollars to obtain such 
items. 

Apparently Secretary Benson at that time—and this was after the 
program had been suspended, in late April—-was pretty proud of his 
barter program. 

Certainly from the standpoint of legality there was no question 
about that because they had be en doing it for some 3 years. 

Yet all of a sudden we find it is a very bad thing because it is dis- 
placing dollar sales which they stated they could not document. 

The question of lead and zine has been mentioned in several cate- 
gories. My company does not deal in lead and zinc; so I may not be 
well informed on this subject. 

However, for a considerable period of time our domestic producers 
of lead and zine were not confronted with the problem which now is 
bringing them up here asking for a high protective tariff because the 
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ODM gave the Department of Agriculture a directive to take lead and 
zine, and it was well recognized it was a sort of price-support program. 

We need lead and zine in our country. We produce a lot. If we 
ever get into a serious war, we will need a lot of it. 

By draining off the lead and zine from the world market, the market 
prices were kept at a figure which permitted our domestic people to 
produce at a profit. 

When this suspension came in, and I concur with Mr. Berger, he 
was not shooting at lead and zinc. They were a little upset by that 
cotton for a French housing deal, Mr. Poage. 

But lead and zine got caught in the middle, barter program stopped, 
and immediately prices came down to the point where they now are. 

I don’t know whether they will go further or whether they will 
stiffen a little bit. I suspect it is in the laps of the gods. However, 
it led to these terrific pressures to put on the protective tariff for lead 
and zine. 

Gentlemen, there is one thing I would like to point out. We are 
not making any battle on this interest thing whatsoever because in the 
final analysis it will not hurt us particularly. We had had an advan- 
tage in the past by having the free use of the grain and it has averaged 
in contracts some 2 years. We have free use of that for about half 
of that time. 

We have offered and been able to sell to Agriculture materials 
below world market prices, put up the necessary bonds to cover the 
entire transaction, and they are very strict on those, pay grain com- 
panies a discount which has varied from 1% percent to higher figures, 
to dispose of this grain for us. 

These are the same grain companies that are selling all the time. 

I am just as sure as I am sitting here that our grain companies 
have, by virtue of that 1%- to 2-percent discount we have paid them 
to handle the barter grain, they have handled that in the oe of other 
grains to other countries and | suspect we have in the world markets 

eaten out—one of the objections has been raised that we are dis- 
placing dollar sales in England. We sent $110 million worth of wheat 
there according to their Toate. 

I don’t believe too much of our wheat would be sold there in com- 
petition with their wheat unless we sold it at a discount. 

The grain companies feel it has helped the grain program, but 
every dollar of wheat sold means 10 cents in storage charges have 
been saved. 

If Agriculture says we have to pay interest, chances are we will 
delay taking delivery of the grain. That means Agriculture will be 
paying 10- to 12-percent storage. What are they saving? Approx- 
imately 4-percent interest. 

These are all matters of dollars and cents which should be examined 
most carefully. 

One other point. We have an interest in many other strategic 
materials where we have to import from abroad. In our surplus 
agricultural commodities we have a product that the good Lord and 
ingenuity has given us in tremendous quantities. They cost us to 
store them and they are deteriorating. If they could prove this is 
displacing cash sales, then this program should be abandoned. Dollar 
sales have increased, not decreased. They have increased since the 
barter program started. You have disposed of $1 billion more of 
surpluses. 
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We have received into this country $1 billion worth of materials, or 
surpluses, which will be a tremendous natural resource not only in 
time of war but as time goes on worldwide many of these commodities 
will go into short supply and we will need them. 

In closing, sir, it is as honest a statement as I can make that our 
company has made every effort possible to make firm offers to Agri- 
culture under the new criteria. 

We do not believe that the new criteria can work. We know both 
the Senate and House have been taking an interest in this problem. 

We were objecting to Agriculture not doing more under Public 
Law 480 before the May 28 directive. 

So speaking to the matter before you, I believe it would be entirely 

reasonsble that we try to get back at least to a workable basis until 

such time as Congress can ‘decide what the ‘vy want to do and whether 
they want to continue to push this method of disposal, because 480 
basically was a disposal law. 

In the figures that have been submitted from time to time they take 
barter figures for exports and compare them to all others. 

That should be critically examined because I am sure you will find in 
the ‘‘All other” column not only cash sales but [CA programs, exports 
under loans made by Agriculture under title I, and all the rest of the 
exports of America. I think there are favorable conclusions in favor 
of the barter program. 

The CHarrMan. Thank you very much for your statement. 

Do you gentlemen wish to add anything? 


STATEMENT OF FRANK KARELSON 


Mr. Kareuson. I represent the industrial diamond importers. 

We have some special points { would like to call to this committee’s 
attention. 

In the first place, industrial diamonds are a commodity of most 
strategic importance. There is no precision industry which does not 
use industrial diamonds. 

Secondly, when diamonds are exchanged for wheat or other com- 
modities it is on an immediate basis. There is no interest question. 
We give them the diamonds and they give us the wheat, and we 
immediately give that to an exporter. He gets 1 or 2 percent below 
our cost and that is why he sends people all over the world to find 
buyers for that wheat. 

There is no question of time or interest payment with regard to the 
diamonds. 

Secondly, on the question of industrial diamonds, the barter of 
$30 million worth of wheat for industrial diamonds saved the Govern- 
ment $3 million annually in charges for storage without the question 
of any deterioration of the product. 

In other words, it cost one two-thousandths to store industrial 
diamonds as it does any of the other commodities. 

The next point on the industrial diamond question, we have a par- 
ticular grievance because in July of 1956 we were notified with the idea 
that there would be bartering in industrial diamonds. The industrial 
diamond industry went out to the syndicate in England and bought 
from about October to January a matter of about $30 million worth of 
industrial diamonds with the idea they would be delivered in barter in 
the beginning of 1957. 
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Without our knowing it and without the industry in any way at all 
being notified, industrial diamonds were taken off the list in October 
before most of these purchases were made by the industrial diamond 
industry. We were not notified and didn’t know anything about it 
until January. 

The result was that there is now in the hands of the industrial dia- 
mond industry some $25 million to $30 million worth of industrial 
diamonds. 

ODM said that bort, crushing bort which is one of the things that 
industrial diamond importers handle, is in terribly short supply. All 
of the industries in the country are crying for bort at this time. We 
cannot get the bort. 

The reason we cannot get it is because you cannot buy bort from 
the English syndicate unless at the same time you buy toolstones, 
which are the other industrial diamonds, and we cannot buy tool- 
stones because now we have an oversupply of toolstones because the 
Government, without letting us know, shut down on the industrial 
diamond bartering. 

Thank you, gentlemen. 

The CuHarrmMan. Mr. Sverdlik. 


STATEMENT OF IRVING SVERDLIK, SECRETARY, CALABRIAN 
CO,, INC. 


Mr. Sverpurk. I am Irving Sverdlik, secretary-treasurer of the 
Calabrian Co. We were privileged to testify before the subcom- 
mittee of this committee about 2 weeks ago. 

We wish to associate ourselves with and endorse the comments of 
Mr. Chambers with respect to the testimony here today and to this 
barter program. 

We have placed a statement in the record of the subcommittee here 
and we are sure that all of the information submitted is available to 
this full committee. 

We would like possibly about 4 or 5 minutes to make a few brief 
additional comments. 

We are most impressed by the fact that the grain trade rather 
unanimously, which appeared before the various committees investi- 
gating this subject, seems to believe and state, first, that net exports 
are increased by the barter program as it has been operating, which is 
directly contrary to Mr. Berger’s testimony as I understand it. 

Secondly, the grain trade apparently is unable to participate in the 
program as described by the revised press release of May 28, 1957. 

We have had the experience of looking into potential new barter 
transactions and have found it impossible. We find it impossible be- 
cause the grain exporters, and as I understand it there are about 
six of them who do most of the substantial grain exporting out of the 
United States, seem unable to take the risk and to designate in advance 
substantially what item of agricultural produce they must export in 
substantial quantities in the future designating a country in advance 
of any known business for that commodity in that country. 

We are told repeatedly by the grain people that they just can’t do 
that. They cannot put their necks out in effect on a few million 
dollars worth of a certain commodity to go to a certain country within 
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a eertain period. That is what, as we understand the regulations, 
they now require. 

We would like to mention in passing, with respect to one reference 
which I believe Mr. Simpson made to the complexity of dealing in 
barter with the Department of Agriculture now—it is true the con- 
tracts have been complex. However, a billion dollars worth of 
business has been done and we have found it is possible to work with 
the barter and stockpiling divisions in working on quite a few of those 
contracts. 

Ou the other hand, the Government, in attempting to negotiate 
so-called direct barter, which is a government-to-government trans- 
action rather than a normal trade channel transaction, seems to have 
run into insuperable difficulties. 

We understand they have been able to complete three over the 
course of many years. 

We think that this experience indicates that the program as it has 
worked in the past several years has been far more effective and sound 
and in the interest of the country than any revision in the nature of 
direct barter which is an extremely difficult and rare transaction and 
does not operate through normal business channels but operates on a 
government-to-government basis essentially. 

We also would like to state we do not feel the interest factor is a 
major issue. We think it is in the interest of the Government. If 
the Government feels the interest factor should be reduced or modified 
we raise no substantial objection to it here. 

Thank you very much. 

The CHarrMan. Do you have a statement? 

Mr. Cuaries CoGuianpro. No, sir. Mr. Chambers and Mr. 
Sverdlik said everything I wanted to say. 

1 do want to say this, though, Mr. Chairman: Agriculture here 
seems to want to reduce this complex business, which is a foreign 
business, to simple formulas, and it just won’t work. Foreign business 
is very intricate. When we talk of cash sales we are not talking of 
cash sales but we are talking about exchanging goods, and as Mr. 
Poage said we are essentially bartering from country to country, and 
this is where this has to work. 

The CHatrmMan. Thank you very much for your statements, 
gentlemen. We appreciate your interest. 

The Hovusr is in session so the committee will stand adjourned 
subject to call. 

(The committee adjourned at 12:10 p. m.) 
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